Economic survey: Moldova in transition No. 3 by -
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5RPDQLD«&XED1RUWK.RUHD
7KHHYHQWVRIGLVVLSDWHGWKHLOOXVLRQVLQWKHFRXQWU\%RWKWKH*RYHUQPHQWDQG
WKHSRSXODWLRQXQGHUVWRRGWKDWWKHPRQHWDU\SROLF\DORQHFRXOGQRWHQVXUHDVRXQG
PDFURHFRQRPLFVWDELOLW\ZKLOHEDVLFLQVWLWXWLRQDODQGVWUXFWXUDOUHIRUPVZHUH
SURFUDVWLQDWHGLQFRQVLVWHQWDQGVRPHWLPHVHYHQUHYHUVHG
6RZKDWVWDELOL]LQJIDFWRUVKDYHEHHQDSSOLHGLQWKHHFRQRP\RI0ROGRYDVRIDU"
$PRQJPDLQRIWKHPDUHLQRQSD\PHQWVEDUWHUWUDGHFOHDULQJ–ZKLFKVHUYHGDVD
PHFKDQLVPRIDQRQPRQHWDU\RSHUDWLQJHQYLURQPHQWRIWKHUHDOVHFWRUHQWHUSULVHVQRQ
GHSHQGLQJRQFDVKIORZVDQGSULFLQJVLJQDOVLLFDVKLQIORZVIURPDEURDGLQWKHIRUPRI
ORDQVLLLULVLQJLPSRUWGXHWRDFRQFHQWUDWLRQRIGLVSRVDEOHIXQGVDWD‡OLRQVKDUH·RI
HFRQRPLFDJHQWVUHVXOWLQJDFRPELQDWLRQRIWKHHIIHFWVRIILUVWWZRIDFWRUV
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7RDOHVVHUH[WHQWWKHUHZHUHSRVLWLYHIDFWRUVRIWKHLQVWLWXWLRQDODQGVWUXFWXUDOFKDQJHV
7KLVSHUWDLQVILUVWRIDOOWRWKHGHOD\XSWRWKHDXWXPQRILQDGRSWLQJE\WKH3DUOLDPHQWRI
WKHDPHQGPHQWVWRWKH/DQG&RGHODZVRQHQHUJ\FRPSOH[UHRUJDQL]DWLRQRQEDQNUXSWF\
SHQVLRQUHIRUPDGPLQLVWUDWLYHWHUULWRULDOUHIRUPHWF7KHZRUNRQ&LYLO&RGHLVJRLQJRQ
DOUHDG\IRUWKHWK\HDU$VHULRXVGHPRQRSROL]DWLRQKDVQRWWDNHQSODFHLQDJUREXVLQHVV
HQHUJ\GHOLYHU\WUDQVSRUWDQGSKDUPDF\VHFWRUV7KHYRXFKHUSULYDWL]DWLRQGLGQRWSURYLGHWKH
HQWHUSULVHVZLWKDQHIIHFWLYHV\VWHPRIFRUSRUDWHPDQDJHPHQWDQGGLGQRWJLYHWKHPRZQHUV
ZLWKVWDEOHPRWLYDWLRQWRZDUGVLQYHVWPHQWDQGGHYHORSPHQW,QPDQ\FDVHVWKLVLPSHGHG
UHVWUXFWXULQJRIWKHLQGXVWULDOHQWHUSULVHVZKLFKDVZHOONQRZQVWDUWHGLQDIWHUPDVV
SULYDWL]DWLRQZKHUHDVLQWKHDJUDULDQVHFWRUHQHUJ\VHFWRUDQGRWKHUEUDQFKHVRIWKH
LQIUDVWUXFWXUHLWVWDUWHGHYHQODWHU%DQNUXSWF\SURFHGXUHVDVPHDQRIHQWHUSULVHV¶ILQDQFLDO
UHFRYHU\ZLOOEHXQOHDVKHGDSSDUHQWO\RQO\WKLV\HDU
,QHIILFLHQWOHJDOUHJXODWLRQRIYDULRXVDVSHFWVRIWKHHFRQRPLFOLIHLQFRQMXQFWLRQZLWK
XQUHIRUPHGVWDWHPDFKLQHU\HQFRXUDJHGHPHUJHQFHRIFRUUXSWLRQDQGRUJDQL]HGFULPH
KLQGHULQJWKHSULYDWHEXVLQHVVVHFWRU$FRQVLGHUDEOHSDUWRIWKHEXVLQHVVDFWLYLWLHVVKLIWHGWR
VKDGRZHFRQRP\ZKHUHWKHRZQHUVKLSULJKWSURWHFWLRQFRQWUDFWH[HFXWLRQHWFDUH
SURYLGHGDOUHDG\EDVHGRQGLIIHUHQWQRUPVDQGPHWKRGV
/DFNRIDUHDOFRQWURORIVWDWHRIILFLDOV¶DFWLYLWLHVQRQVDQFWLRQLQJRIWKRVHQRW
FRPSO\LQJZLWKWKHODZDQGRQWKHRWKHUKDQGFRQVLGHUDEOHDUUHDUVRQVDODULHVRIVWDWH
HPSOR\HHVFRQWULEXWHGHVVHQWLDOO\WRH[WHQVLRQRIFRUUXSWLRQLQWKH5HSXEOLFRI0ROGRYD
$Q\DPHQGPHQWWRDFWLQJOHJLVODWLRQGRHVQRWKDYHDQ\SRVLWLYHH[SHFWHGHIIHFWVGXHWRWKH
LPSDFWRIFRUUXSWLRQWKHVRFLHW\GRHVQRWGHYHORSDFFRUGLQJWRPDUNHWHFRQRP\UXOHV
WKHUHDUHQRFRPSHWLWLRQDQGSURJUHVVLQXWLOL]LQJWKHGLVSRVDEOHUHVRXUFHVVWDWHGHEWJURZV
VSRQWDQHRXVO\SDXSHUL]DWLRQRIWKHVRFLHW\GHHSHQVWKHUHLVDGHFUHDVHRISRSXODWLRQ¶V
FRQILGHQFHLQWKHVWDWHDQGFRQIOLFWVLWXDWLRQVHPHUJH
,WLVKDUGWRWUXVWWKHLQIRUPDWLRQRQWKHDFWLYLW\RIWKHFRQWURORUJDQVZKHQWKH
HPSOR\HHVRIWKRVHERGLHVGLGQRWUHFHLYHVDODULHVIRUPRQWKV)RUWKHPDFFHSWLQJ
EULEHVEHFRPHVWKHRQO\VRXUFHRIVXUYLYLQJ7KDWLVZK\VWDUWLQJIURPWKHGDWDRQ
FULPLQDOVWDWLVWLFVLQFOXGLQJWKDWUHJDUGLQJWKHHFRQRPLFFULPHVEHFRPHVPRUH‡RSWLPLVWLF·
7KHUHIRUHZLWKWKHEHJLQQLQJRIRIILFLDOGDWDUHJDUGLQJWKHUHVXOWVRIDXGLWVDQG
LQVSHFWLRQVUHSRUWD‡GLPLQXWLRQ·RIWKHDYHUDJHDPRXQWRIILVFDOHYDVLRQUHJLVWHUHGSHUWD[
SD\HU$OVRLQWKHUHZHUHUHJLVWHUHGYLRODWLRQVRIHFRQRPLFDQGILQDQFLDO
OHJLVODWLRQE\OHVVWKDQLQORVVHVEHLQJHVWLPDWHGDWPLOOLRQOHL&KLœLQX&LW\
3ROLFHPDUNHGDGHFOLQHLQUHJLVWHUHGFULPHVDOWKRXJKFDVHVRIFULPLQDOILOHV
FRQFHDOLQJZHUHGLVFRYHUHG%\WKHEHJLQQLQJRIVWDWLVWLFDOGDWDRIWKH0LQLVWU\RI
,QWHUQDO$IIDLUVVKRZVDQLQFUHDVHLQWKHWRWDODPRXQWRIFULPHVDIWHUDGHFUHDVHRI
DQQRXQFHGDWWKHHQGRI
$YLFLRXVFLUFOHLVEHLQJFUHDWHGFRUUXSWLRQoHFRQRPLFGHFOLQHoVKRUWDJHRIIXQGV
LQWKHEXGJHWoDUUHDUVWRVWDWHZDJHHDUQHUVDODULHVoFRUUXSWLRQJURZLQJ
2QO\FRUUXSWLRQFRXOGEHDQH[SODQDWLRQRIWKHIDFWWKDWWKH5HSXEOLFRI0ROGRYD
LPSRUWVQDWXUDOJDVDWDSULFHPXFKKLJKHUWKDQWKHZRUOGSULFHDQGDWWKHVDPHWLPHLWGRHV
QRWFKDUJHIHHVIRUJDVWUDQVLWWKURXJKLWVWHUULWRU\IRULQIRUPDWLRQZHZRXOGOLNHWRVWUHVV
WKDWWKHFROOHFWHGDPRXQWIRUJDVWUDQVLWWKURXJKWKH8NUDLQHFRXOGEHFRPSDUDEOHZLWKWKH
*’3RI0ROGRYD0RUHVWUDQJHVHHPVWREHWKHIDFWWKDWRQWKHWHUULWRU\RI0ROGRYD
ULJKWEDQNRIWKHULYHU1LVWUXWKHUHDUHQRJDVPHWHUVWKHUHIRUHWKHYROXPHRIFRQVXPHG
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JDVLVHVWLPDWHGEDVHGRQWKHGDWDRIWKHQHLJKERULQJFRXQWULHVFRQQHFWHGWRWKHVDPH
SLSHOLQH
)LQDQFLDOVHFWRUSUREOHPV7KHVLWXDWLRQLQWKHILQDQFLDOVHFWRUGXULQJZDV
TXLWHWURXEOHVRPH+HUHDUHWKHFRQFOXVLRQVGUDZQZLWKUHVSHFWWRWKHPDLQSROLF\
RULHQWDWLRQV–1%0¶VLQWHUYHQWLRQVLQWKHIRUHLJQH[FKDQJHPDUNHWIRUVXSSRUWLQJWKH
QDWLRQDOFXUUHQF\IRUHLJQGHEWVHUYLFLQJDQGLQWHUQDOGHEW
1%0LQWHUYHQWLRQVLQWKH);PDUNHW(YHQEHIRUHWKH5XVVLDQFULVLVEHJDQDQ
DODUPLQJVLJQUHSUHVHQWHGPDVVLYHVDOHVRIKDUGFXUUHQF\E\WKH1%0DWWKH,QWHUEDQN
)RUHLJQ&XUUHQF\([FKDQJH)RUWKHILUVWWLPHVLQFHWKHLQWURGXFWLRQRIWKHQDWLRQDO
FXUUHQF\1%0¶VQHWWUDQVDFWLRQVDWWKH%RXUVHZHUHQHJDWLYHIRUPDQ\PRQWKVLQDURZ
GXULQJ-DQXDU\-XO\,QWRWDO1%0VROGPPRUHWKDQERXJKWGXULQJWKLVWLPH6XFK
DUHGXFWLRQRIFHQWUDOEDQN¶VKDUGFXUUHQF\UHVHUYHVFRXOGKDYHKDGDVHULRXVLPSDFWRQWKH
H[FKDQJHUDWHHYHQLIQR5XVVLDQFULVLVZDVVXSSRVHGWRKDSSHQ
7KHQULJKWDIWHUWKHFULVLVVWDUWHG1%0LQWHUYHQHGPDVVLYHO\DWWKH%RXUVHGHIHQGLQJ
WKHOHXLQVSLWHRIZDUQLQJVIURP,0)DQGRWKHUVDQGRQO\GXULQJ$XJXVW2FWREHULW
EOHZRXWDQRWKHUPRXWRILWVUHVHUYHV7KXVWRWDOORVVHVUHDFKHGDOPRVWP
6WDUWLQJ1RYHPEHUWKH1%0GHFLGHGWRZLWKGUDZIURPVHOOLQJKDUGFXUUHQF\
DWWKH,QWHUEDQN&XUUHQF\([FKDQJH$WWKHVDPHWLPHLWLQFUHDVHGEDQNV¶UHVHUYH
UHTXLUHPHQWWR2IILFLDOH[FKDQJHUDWHLVEHLQJVHWDVDZHLJKWHGDYHUDJHRIUDWHVRIWKH
EDQNV¶IRUHLJQH[FKDQJHWUDQVDFWLRQV
,WZDVDORQJZD\WRWKLVZLVHGHFLVLRQZKLFKVKRXOGKDYHEHHQGRQHDOUHDG\
VRPHZKHUHLQWKHILUVWTXDUWHURI$QGLWLVDGYLVDEOHWKDWWKLVQRQLQWHUYHQWLRQSROLF\
UHPDLQVVXFKGXULQJ
([WHUQDOGHEWVHUYLFLQJ$QRWKHUDVSHFWOLQNHGZLWKWKHRIILFLDOIRUHLJQH[FKDQJH
UHVHUYHVUHGXFWLRQLVWKHQHHGWRVHUYLFHH[WHUQDOGHEWZKLFKLPSOLHVWUDQVIHURIELJDPRXQWV
LQKDUGFXUUHQF\IRUWKHUHSD\PHQWRISULQFLSDODQGLQWHUHVW
,Q0ROGRYDKDGWRUHSD\PRUHWKDQPIRUIRUHLJQGHEWVHUYLFLQJ–LQWHUHVW
DQGSULQFLSDO%XWWKHVWDWHH[WHUQDOGHEWKDVQRWEHHQHQWLUHO\VHUYLFHG–VRPHRILWVXFKDV
GHEWWR*D]SURPZDVQRWVHUYLFHGDWDOO$QGVLQFHWKH*RYHUQPHQWDQGWKHFHQWUDOEDQN
KDYHQRWUHFHLYHGDQ\ORDQVIURP,0)DQG:RUOG%DQNIRUPRUHWKDQDQ\HDUWKH1%0
ZDVDVNHGWRILQDQFHRXWRILWVUHVHUYHVDSDUWRI*RYHUQPHQW¶VH[WHUQDOGHEWVHUYLFLQJ
0RUHRYHUDWWKHYHU\HQGRIWKH\HDU1%0IXOO\UHGHHPHGWKHP*RYHUQPHQW¶VSULYDWH
SODFHPHQWWKURXJK0HUULOO/\QFKLVVXHGLQ&RQVHTXHQWO\WKHJURVV1%0¶VUHVHUYHV
GURSSHGWRPDWHQGFRPSDULQJWRPDWWKHEHJLQQLQJRIWKHVDPH\HDU
,QWKHVLWXDWLRQZLOOQRWEHHDVLHUDWDOO–WKHFRXQWU\ZLOOKDYHWRUHSD\DERXW
PIRUIRUHLJQGHEWVHUYLFLQJ$QGWKHRQO\ZD\RXWLQWKHOLJKWRIKXJHWUDGHEDODQFH
GHILFLWVHHPVWREHWKHQHZERUURZLQJPDLQO\IURPWKH,0)DQG:RUOG%DQNZKLFK
SURYLGHPRVWDWWUDFWLYHFUHGLWLQJ
,QWHUQDOGHEW$WWKHVDPHWLPHDELJSUREOHPVWDUWHGWRUHSUHVHQWWKHFRXQWU\¶V
LQWHUQDOGHEW’XULQJLQWHUHVWUDWHVRQ7UHDVXU\%LOOVKDYHEHHQFRQWLQXRXVO\JURZLQJ
UHDFKLQJDOUHDG\WKHOLPLWULJKWDIWHUWKH5XVVLDQFULVLVEHJDQ+DYLQJDULVLQJGHILFLWLQ
IXQGVWRILQDQFHWKHFXUUHQWVSHQGLQJWKH*RYHUQPHQWZDVPRUHLQWHQVLYHO\WU\LQJWR
DWWUDFWILQDQFLDOUHVRXUFHVIURPORFDOEDQNLQJV\VWHPDQGIRUHLJQLQYHVWRUVLQRUGHUWR
ILQDQFHWKHEXGJHWGHILFLW2EYLRXVO\LQRUGHUWRSODFHPRUHVHFXULWLHVWKH*RYHUQPHQWZDV
SXVKLQJLQWHUHVWUDWHV+RZHYHUWKLVGLGQRWKHOSPXFKRQWKHFRQWUDU\–WKHUHZHUH
GUDPDWLFDOO\LQFUHDVLQJWKHQHHGVWRVHUYLFHWKLVLQWHUQDOGHEW6WDUWLQJ-XQHWKH
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SURFHHGVUHFHLYHGIURPVDOHRIVHFXULWLHVGLGQRWHYHQFRYHUVHUYLFLQJRI7%LOOVLVVXHG
HDUOLHU
,Q2FWREHUVDOHVRI7%LOOVGURSSHGGUDPDWLFDOO\ZKLOHPRVWIRUHLJQSRUWIROLR
LQYHVWRUVZLWKGUHZWKHLULQYHVWPHQWVWKHLUVKDUHLQWRWDOVWDWHVHFXULWLHVLVVXHGEHLQJRQH
WKLUG,QRUGHUWRDFWLYDWHWKHVHFXULWLHVPDUNHW1%0ZKLFKKDGWRPDLQWDLQWKHV\VWHP
DOLYHVLQFHWKH*RYHUQPHQWGLGQRWKDYHIXQGVWRGRLWGHFLGHGWRLQWURGXFHLQ1RYHPEHU
WKHPDQGDWRU\UHTXLUHPHQWIRUFRPPHUFLDOEDQNVWRKROGRIWKHLUDVVHWVLQWKHIRUPRI
VWDWH7%LOOV7KLVLQWKHHQGKHOSHGWRVWDELOL]HWKHVLWXDWLRQDQGWKHVHFXULWLHVPDUNHW
VORZO\UHYLYHG
7KHOHVVRQLVDVLWZDVSRLQWHGRXWLQ&,65SUHYLRXVUHSRUWVDVZHOOWKDWWKH
*RYHUQPHQWPXVWVHOOVWDWHVHFXULWLHVXWPRVWLQWKHDPRXQWVQHHGHGIRUVHUYLFLQJWKHRQHV
LVVXHGEHIRUHILQGLQJRWKHUZD\VWRUHGXFHWKHEXGJHWGHILFLWIRULQVWDQFHE\FXWWLQJWKH
VSHQGLQJDQGQRWE\FRQWLQXRXVO\ERUURZLQJIURPWKH&HQWUDO%DQNEDQNLQJV\VWHPRU
IRUHLJQLQYHVWRUV
:LWKUHIHUHQFHWRWKHVLWXDWLRQLQWKHEDQNLQJV\VWHPLWPXVWEHVDLGWKDWWKH
FRPPHUFLDOEDQNVUHPDLQUHODWLYHO\XQGHUFDSLWDOL]HGWKRXJKLQOHLWHUPVPRVWRIWKHPZHOO
PHHWWKH1%0FDSLWDOUHTXLUHPHQWV6WDUWLQJ-XO\PLQLPDOFDSLWDOUHTXLUHPHQWZLOO
EHLQFUHDVHGIURPPLOOLRQOHLWRPLOOLRQOHLDQGIURPWKHQH[W\HDULWZLOOEHDOUHDG\
PLOOLRQOHL,QRUGHUWRLPSURYHWKHEDQNLQJVXSHUYLVLRQUHGXFHULVNDQGVHFXUHSRSXODWLRQ
GHSRVLWV1%0LVLQFUHDVLQJUHTXLUHPHQWRQFDSLWDODGHTXDF\VXEMHFWHGWRULVNEHJLQQLQJ
ZLWK-DQXDU\PLQLPXP7KHLVVXHRIDGHSRVLWVLQVXUDQFHFRUSRUDWLRQLV
XQOLNHO\WREHGHYHORSHGIXUWKHUGXHWRWKHLQIOH[LELOLW\RI1%0¶VSRVLWLRQDVZHOODV
UHOXFWDQFHIURPLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVZKLFKKDYHGRXEWVDERXWWKHHIILFLHQF\RI
VXFKDQLQVWLWXWLRQDQGVRXUFHVRILWVILQDQFLQJ
7KHLVVXHRIKLJKV\VWHPLFULVNUHPDLQVRQWKHDJHQGDHVSHFLDOO\IROORZLQJWKHHIIHFWV
RIWKH5XVVLDQFULVLV5HDOLQWHUHVWUDWHVUHPDLQKLJK5HVHUYHUHTXLUHPHQWUHPDLQVDW
WKRXJKWKH&HQWUDO%DQNFODLPVLWZLOOJUDGXDOO\UHGXFHLWGXULQJWKRXJKGHSHQGLQJ
XSRQWKHVLWXDWLRQLQWKHILQDQFLDOPDUNHW
0DFURHFRQRPLFVWDELOLW\LQWKH5HSXEOLFRI0ROGRYDGXULQJWKHUHFHQW\HDUVQHHGHG
RQHFULWLFDOO\LPSRUWDQWFRPSRQHQW–DEDODQFHGEXGJHW7KHRYHUDOOGHILFLWRIWKH
FRQVROLGDWHGEXGJHWVWDWHEXGJHWSOXVORFDOEXGJHWVGXULQJYDULHGEHWZHHQ
RIWKH*’3DQGLPSRVHGFRQVWDQWVHDUFKRIVRPHLQWHUQDODQGH[WHUQDOVRXUFHVIRU
LWVFRYHULQJ%XWWKHVHVRXUFHVDUHYHU\FRVWO\DQGYLUWXDOO\LPSHGHWKHIORZRIFUHGLWWRWKH
UHDOVHFWRU,QWKLVUHJDUGWKHKDVEHHQRQHRIWKHPRVWO\GLIILFXOW\HDUVRIWKH
WUDQVLWLRQSHULRGVLQFHWKHUHZDVDVWHHSGHFOLQHRIWKHLQFRPHVWRWKHEXGJHW
$VDFRQVHTXHQFHRIWKHVWDWHZHDNQHVVWKHILVFDOHYDVLRQVURVH7RWKLVIDFW
FRQWULEXWHGDOVRWKHFXVWRPVWHUULWRULDOWUDQVSDUHQF\RIWKH5HSXEOLFRI0ROGRYD
$VDUHVXOWLQWKHEXGJHWZHUHFROOHFWHGLQFRPHVLQWKHDPRXQWRIDERXWPLOOHL
ZKLFKLQQRPLQDOWHUPVVKRZDUHGXFWLRQE\DERXWPLOOHLDVFRPSDUHGWRDWWKH
VDPHWLPHWKHDPRXQWRIDUUHDUVWRWKHEXGJHWLQFUHDVHG,WVKRXOGEHPHQWLRQHGWKDWFDVK
DPRXQWRIWKHRYHUDOOEXGJHWDU\LQFRPHVDFFRXQWIRURQO\RIWKHRYHUDOOLQFRPHV
%DUWHUWUDQVDFWLRQVQHWWLQJRXWDQGSD\PHQWVLQNLQGFRQWLQXHWREHDFRQVLGHUDEOH
LPSHGLPHQWLQWKHGHYHORSPHQWRIILQDQFLDOEXGJHWDU\VRXQGQHVV
*LYHQWKDWWKHDFFHVVRIWKH5HSXEOLFRI0ROGRYDWRWKHH[WHUQDOILQDQFLDOPDUNHWVKDV
EHHQYLUWXDOO\QXOOZKHUHDVWKHGRPHVWLFPDUNHWGRHVQRWRZQVXIILFLHQWFDSDFLWLHVIRU
OHQGLQJWRWKHEXGJHWDU\V\VWHPDUHODWLYHO\ORZOHYHORIWKHEXGJHWDU\GHILFLWZDV
UHJLVWHUHGDERXWPLOOHL6WDUWLQJ0D\WKHQHWGRPHVWLFIXQGLQJRIWKHEXGJHWDU\
GHILFLWEHFDPHQHJDWLYHDIDFWWKDWGHPRQVWUDWHGWKDWWKHEDQNLQJV\VWHPDQGRWKHU
7UHDVXU\ELOOVDQGERQGV7%LQYHVWRUVGLGQRWZDQWDQ\ORQJHUWROHQGWRWKHVWDWHHYHQDW
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JURZLQJLQWHUHVWUDWHVJLYHQWKDWWKHULVNVZHUHDOVRRQWKHULVH([WHUQDOIXQGLQJSUDFWLFDOO\
ZDVQRWDYDLODEOH
7KXVWKHH[SHQGLWXUHVRIWKHFRQVROLGDWHGEXGJHWKDVEHHQH[HFXWHGLQYROXPHRI
DERXWPLOOHLWKHFXPXODWLYHH[SHQGLWXUHDUUHDUVRIWKHEXGJHWEHLQJDWDOHYHORI
PRUHWKDQEQOHL&RQVLGHUDEOHDUUHDUVKDYHEHHQUHJLVWHUHGLQWHUPVRIVDODULHVSD\PHQWV
IRUJRRGVDQGVHUYLFHVVFKRODUVKLSVHWF
7KHEXUGHQRISUREOHPVSDVVHGWR$PRQJVWWKHPDLQSUREOHPVWKDWZLOO
LPSHGHWKHEXGJHWH[HFXWLRQLQFRXOGEHSRLQWHGRXWWKHIROORZLQJ
x &XVWRPVWHUULWRU\WUDQVSDUHQF\7KHIRUPDOERGLHVRIWKH5HSXEOLFRI0ROGRYDDUH
FRQWUROOLQJRQO\RIWKHWHUULWRU\7KHSUREOHPNHHSVDJJUDYDWLQJDOVRGXHWR
FRUUXSWLRQRIWKHFXVWRPVERGLHVDVZHOODVSURWHFWLRQRIVRPHFDUJRHVE\VWDWH
RIILFLDOV
x 7KHEXGJHWDU\V\VWHPSDUWLFXODUO\GXULQJWKHILUVWPRQWKVRIWKH\HDUZLOOEHGHSULYHG
RILQFRPHVGXHWRVKLIWLQJWRDQHZV\VWHPRI9$7FDOFXODWLRQIRUWUDGHUHODWLRQVKLSV
ZLWK5XVVLD%HODUXVDQGUDLRQVIURPWKHOHIWEDQNRIWKHULYHU1LVWUX7KLVKDVEHHQ
DOUHDG\FRQILUPHGLQ-DQXDU\,WFRXOGEHPHQWLRQHGDERXWWKHUHGXFWLRQRI
LQFRPHVSHUWDLQLQJWRH[SRUWRULHQWHGVHFWRUSDUWLFXODUO\RQWKHLQFRPHWD[DQGLQFRPHV
IURPIRUHLJQHFRQRPLFDFWLYLWLHV
x %DUWHUWUDQVDFWLRQVQHWWLQJDQGSD\PHQWVLQNLQGZLOOIXUWKHUFRQWULEXWHWRGHWHULRUDWLRQ
RIWKHSXEOLFILQDQFHV\VWHP,WLVXUJLQJWRGHFLGHRQEDQQLQJVLPLODUDFWLYLWLHVPRUH
RYHUEHFDXVHWKHJLYHQSUDFWLFHJHQHUDWHVDULVHRIERWKPXWXDOLQGHEWHGQHVVDPRQJWKH
HFRQRPLFDJHQWVDQGWKHODWWHUDQGSXEOLFVHFWRU
x ,QVLPLODUFRQGLWLRQVEXGJHWH[HFXWLRQLQWHUPVRIH[SHQGLWXUHVZLOOEHGLIILFXOW,WLVDW
VWDNHWKHFDSDFLW\RIWKHVWDWHWRIXOILOOLWVSULRULW\IXQFWLRQVLQPDLQWDLQLQJSXEOLFRUGHU
HGXFDWLRQKHDOWKFDUHVRFLDODVVLVWDQFHUHIHUULQJWRVHUYLFLQJERWKWKHH[WHUQDODQG
LQWHUQDOOLDELOLWLHV$WWKHVDPHWLPHWKHVWDWHZRXOGQRSURFHHGRIILFLDOO\WRVWDII
GLVPLVVDOWKXVPDLQWDLQLQJDWHQVLRQHGVLWXDWLRQLQWKHVRFLHW\0RVWWDULIIVRQHOHFWULFDO
SRZHUQDWXUDOJDVWKHUPDOSRZHUDIWHU’HFPDNHWKHQRUPDOUXQRIEXGJHW
IXQGHGLQVWLWXWLRQVLPSRVVLEOHEHFDXVHWKDWLQFUHDVHKDVQRWEHHQVWLSXODWHGLQWKHEXGJHW
ODZRQ
x $FRQWLQXRXVSUREOHPZLOOEHWKDWRIVDODU\SD\PHQW$FFRUGLQJWRWKHHVWLPDWHVWKH
VWDWHZLOOQRWEHLQSRVLWLRQWRSD\QHLWKHUFXUUHQWVDODULHVOHWDORQHWKHKLVWRULFDOGHEWVLQ
WKLVUHJDUG3ROLWLFDOZLOOLVUHTXLUHGDQGFRQVLVWHQF\LQGLVPLVVLQJVKDUSO\WKHSXEOLF
VHFWRUHPSOR\HHVLQFOXGLQJSXEOLFDGPLQLVWUDWLRQDVZHOODVWUDQVPLWWRSULYDWHVHFWRU
VRPHREMHFWVZKRVHPDLQWHQDQFHDUHFRVWO\WRWKHEXGJHW
x 6HUYLFLQJWKHH[WHUQDOVWDWHGHEWLQFRQGLWLRQZKHQWKHOHXZLOOIDOOLQYDOXHHYHQPRUH
ZLOOFRVWWKHEXGJHWPRUHWKDQRIWKHRYHUDOOH[SHQGLWXUHVDIDFWZKLFKFDQUHGXFH
WR]HURDQ\RWKHUVWDWHH[SHQVHV,WLVQHFHVVDU\WRUXQDWRXJKSROLF\LQPRQLWRULQJDQG
DGGUHVVLQJWKHH[WHUQDOVWDWHGHEWEHFDXVHXQIRUWXQDWHO\WKHVHOIUHJHQHUDWLQJSURFHVV
RIWKHGHEWKDVVWDUWHG

&DSLWDOPDUNHW,QFRQGLWLRQVRIWUDQVLWLRQWRPDUNHWHFRQRP\WKHFDSLWDOPDUNHW
EHFRPHVWKHPDLQVRXUFHRIHFRQRPLFJURZWK7KHDFFHVVWRWKHILQDQFLDOUHVRXUFHVLVWKH
SULPDU\FRQGLWLRQIRUUHWHFKQRORJL]LQJDFFHVVWRNQRZKRZDQGRYHUDOOVFLHQWLILFDQG
WHFKQLFDOUHVHDUFKUHDOL]DWLRQV

7KHPDLQFRQGLWLRQIRULQYHVWPHQWDWWUDFWLRQLVWKHVWDELOLW\LQWKHFRXQWU\,QWKH
0LQLVWU\RI)LQDQFHGHFLGHGWKDWWKHRQO\VRXUFHRIEXGJHWGHILFLWIXQGLQJZRXOGEH
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7UHDVXU\%LOOVDQG%RQGV7%VSODFHGERWKRQGRPHVWLFDQGIRUHLJQPDUNHWV7KLVIDFW
VXEVWDQWLDOO\FRQWULEXWHGWRUHDFKLQJDVWDELOLW\RIWKHQDWLRQDOFXUUHQF\DQGGLPLQLVKLQJ
EDQNLQWHUHVWUDWHV%\LVVXLQJ7%VWKH0LQLVWU\RI)LQDQFHWDUJHWHGWZRREMHFWLYHVWR
REWDLQDQRQLQIODWLRQDU\VRXUFHRIIXQGVVXSSRUWWKHGHYHORSPHQWRIWKHFDSLWDOPDUNHWV
DQGRIIHUDSUDFWLFDOLQVWUXPHQWRIUXQQLQJPRQHWDU\SROLF\7KH1%0GHFODUHGWKH7%VDV
PRVWO\OLTXLGVHFXULWLHV7KHLQFRPHVREWDLQHGIURP7%VDUHQRWWD[DEOHDFFRUGLQJWRWKH
EXGJHWODZRQ

7KHS\UDPLGRIWKHVHFXULWLHVPDUNHWLQ0ROGRYDKDVEHHQH[LVWLQJIRUPRUHWKDQ
\HDUVDQGDOPRVWFROODSVHGLQWKHVHFRQGKDOIRI’XULQJ$XJXVW6HSWHPEHUWKHUH
ZHUHVROG7%VLQWKHDPRXQWRIPLOOHL$WDVXSSO\UDWHRIPLOOHLWKHDYHUDJH
UDWHRILQWHUHVWURVHWRDQGVXEVHTXHQWO\WR,QWKHDYHUDJHUDWHRILQWHUHVW
IRUGD\VPDWXULW\7%VFRQVWLWXWHG7KLVZDVDQH[FHVVLYHLQWHUHVWUDWHLQ
FRQGLWLRQVRIDQLQIODWLRQUDWH7KHGHFOLQLQJYROXPHRIVDOHVFRXOGEHH[SODLQHGE\
PDUNHWVXSHUVDWXUDWLRQ–LQFRQGLWLRQVRIJHQHUDOSRYHUW\IHZFDQDIIRUGWRLQYHVWLQ
VHFXULWLHVODFNRIWUXVWLQWKHQHZJRYHUQPHQWIRUPHGLQ0D\DVZHOODVORRVHQLQJRI
FRQILGHQFHLQWKHVHILQDQFLDOLQVWUXPHQWV¶OLTXLGLW\

$VDUHVXOWLQ$XJXVWWKHDFFXPXODWHGIXQGVZHUHVXIILFLHQWRQO\IRUUHGHHPLQJWKH
VHFXULWLHVLVVXHGSUHYLRXVO\WKHWKUHDWRIEXGJHWGHILFLWGHHSHQLQJEHLQJVWLOOSHUVLVWHQW7%V
ZLWKDGD\VPDWXULW\EHFDPHPRVWO\OLTXLGDQGHQMR\HGPRVWSRSXODULW\7KHVWHHSIDOO
LQYDOXHRIWKHOHXLQ2FWREHUXQGHUPLQHGWKHWUXVWLQWKHQDWLRQDOFXUUHQF\VWDELOLW\WKH
VHFXULWLHVEHDULQJDVWDEOHLQWHUHVWUDWHEHFDPHIDUWRRULVN\,Q’HFHPEHU-DQXDU\
WKHGHPDQGIRU7%VVWDUWHGWRVXUSDVVWKHVXSSO\<HWWKLVLQFUHDVHZDVFDXVHGDW
PRVWQRWE\WKHVXUHDQGELJLQFRPHVVXSSOLHGE\WKHVH7%VEXWE\WKH1%0¶VUHJXODWLRQ
DFFRUGLQJWRZKLFKRIWKHFRPPHUFLDOEDQNV¶DVVHWVKDGWREHLQWKHIRUPRI7%V
/DWHUWKLVUDWLRZDVORZHUHGWR

7KHILUVWH[SHULHQFHRI0ROGRYDZLWKLQWHUQDWLRQDOORDQLQJWKURXJK(XURERQGVZDV
VXFFHVVIXO0LQLVWU\RI)LQDQFHLVVXHGWKURXJK0HUULOO/\QFKPLQDQGPLQ
7KHILUVW0ROGRYDQPERQGZDVLVVXHGLQ<HWWKHILQDQFLDOFULVLV
GHWHUPLQHGWKHLQYHVWRUVQRWWRSURORQJIRUDQH[WUD\HDUWKHUHSD\PHQWRIWKHPSULYDWH
SODFHPHQWLVVXHGLQIRU\HDUV0RRG\¶VUDWLQJDJHQF\GHFUHDVHGWKHVRYHUHLJQ
UDWLQJRI0ROGRYDIURPDEWR

,QDWWKH6WRFN([FKDQJHRI0ROGRYDZHUHVROGPLOVKDUHVZRUWKPLO
OHLWZLFHDVPXFKFRPSDUHGWR7KHVDOHVUHFRUGZDVUHJLVWHUHGLQ’HFHPEHUZKHQ
WKHRSHUDWLRQVYROXPHDPRXQWHGWRPLOOHL0RUHWKDQEURNHUV¶FRPSDQLHVDUH
UHJLVWHUHGDWWKH%RXUVH$OPRVWFRPSDQLHVDUHUHJLVWHUHGDWWKH6WRFN([FKDQJHRI
0ROGRYDEXWRQO\FRPSO\WRWKHUHTXLUHPHQWVLQRUGHUWREHLQFOXGHGLQRQHRIWKH
OLVWLQJFDWHJRULHV7KHILUVWLQFRPHVRIWKHERXUVH–DERXWPLOOHLDQGLWVVKLIWLQJWRVHOI
IXQGLQJRFFXUUHGLQ

$WSUHVHQWYLUWXDOO\WKHUHDUHQRRSSRUWXQLWLHVIRUSRUWIROLRLQYHVWPHQWVLQWKH
VHFXULWLHVPDUNHWRI0ROGRYD$VORQJDVWKHFRUSRUDWHVHFXULWLHVGRQRWJHQHUDWHLQFRPHV
PRVWRIWKH-6&VGRQRWSD\GLYLGHQGVHPHUJHQFHRISRUWIROLRLQYHVWPHQWVLVQRWOLNHO\WR
RFFXU$JRRGGHDORISXUFKDVLQJRSHUDWLRQVDUHHIIHFWHGZLWKDYLHZWRREWDLQWKHSDFNDJH
RIVKDUHVRIRQHRUDQRWKHUFRPSDQ\$IWHUWKHLQYHVWRUREWDLQVWKHFRQWUROOLQJSDFNDJHRI
VKDUHVWKHRWKHUVKDUHVYLUWXDOO\ORRVHWKHLUYDOXH$IWHUWKHFRPSOHWLRQRISULYDWL]DWLRQDQG
RZQHUVKLSGLVWULEXWLRQWKHUHLVDWKUHDWRIVWRFNH[FKDQJHLPSRUWDQFHGLPLQXWLRQ

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

7KXVWKHVHFRQGDU\VHFXULWLHVPDUNHWFDQEHFRQVLGHUHGFORVHG7KHSULPDU\
FRUSRUDWHVHFXULWLHVPDUNHWLVFORVHGWRR0RVWRIQHZVKDUHHPLVVLRQVDUHPDGHRQWKH
FRQGLWLRQWKDWLWVROGRZQHUVSUHVHUYHWKHFRQWUROXSRQWKHHQWHUSULVHV,QDGGLWLRQWRWKDWLW
LVYHU\FRPSOLFDWHGWRREWDLQYHULWDEOHGDWDDERXWWKHORFDOHQWHUSULVHV,QIRU
LQVWDQFHRQO\FLUFDFRPSDQLHVSXEOLVKHGWKHLU\HDUO\EDODQFHVKHHWV$VHULRXV
FRPSHWLWLRQFDQEHVHHQLQWKHH[WUDERXUVHPDUNHW,QWKRVHWUDQVDFWLRQVDPRXQWHGWR
DERXWLQKDYLQJGURSSHGWRDERXW

$QLPSRUWDQWVWHSWRZDUGVFUHDWLQJDFLYLOL]HGVHFXULWLHVPDUNHWZDVWKH
IRXQGDWLRQRI1DWLRQDO’HSRVLWRU\RIWKH6HFXULWLHV0DUNHW7KLVVWUXFWXUHLVSUH
WDUJHWHGWRIDFLOLWDWHWKHFOHDULQJRSHUDWLRQVDQGUHFRUGLQJWKHWUDQVDFWLRQVFDUULHGRXW
DWWKH%RXUVH$OVRWKH’HSRVLWDU\KLQGHUVIURPWKHSHUIRUPLQJLOOLFLWRYHUWKHFRXQWHU
RSHUDWLRQV7KH’HSRVLWRU\HQFRXQWHUHGDVHULRXVUHVLVWDQFHRQEHKDOIRIWKH
LQGHSHQGHQWUHJLVWUDUV$QRWKHUSUREOHPIDFHGLVWKHUHJXODWLRQRQPXWXDOSD\PHQWV
2QO\WKH1%0KROGVWKLVH[FOXVLYHULJKWLQ0ROGRYDWKXVWKHDFWLYLW\RIWKH’HSRVLWRU\
EHLQJEXUGHQHG

$WSUHVHQWLQWKH5HSXEOLFRI0ROGRYDRSHUDWHFRPSDQLHVWKDWSURYLGHLQVXUDQFH
VHUYLFHVWRSRSXODWLRQDQGOHJDOHQWLWLHVWKHLULQFRPHPDNLQJXSPLOOHL7KHODZRIWKH
5HSXEOLFRI0ROGRYDRQELOOVRIH[FKDQJHZDVDGRSWHGLQ\HWWKHELOOVRIH[FKDQJH
DUHQRWXVHGDWODUJH7KHUHDVRQVDUHWKHGLIILFXOW\RIWKHOHJLVODWLRQDQGPHFKDQLVPRI
LVVXLQJDQGOHJDOVXSHUYLVLRQLQFDVHRIWKHLUQRQSD\PHQWODFNRISRSXODWLRQFRQILGHQFH
WRZDUGVWKHILQDQFLDODQGEDQNLQJV\VWHPODFNRITXRWDWLRQPHFKDQLVPVRIVKDUHVDWWKH
ERXUVHWKHDGYDQFHGULVNRIELOOVRIH[FKDQJHDVFRPSDUHGZLWKRWKHUVHFXULWLHVLQ
FLUFXODWLRQRQWKHWHUULWRU\RIWKH5HSXEOLFRI0ROGRYD7KHLVVXHRIWKHELOOVRIH[FKDQJHLV
FRQYHQLHQWERWKWRWKHFRPPHUFLDOEDQNVZKLFKJHWDVRXUFHRIIXQGVDWWUDFWLRQDVZHOODV
RIWKHHQWHUSULVHVWKDWFDQSHUIRUPIDVWHUPXWXDOSD\PHQWV

,Q6HSWHPEHUWKHUHZDVDGRSWHGWKHVWUDWHJ\RIUHIRUPLQJWKHSHQVLRQV\VWHPLQ
2FWREHUWKHUHZDVSURPXOJDWHGWKH/DZUHJDUGLQJWKHVWDWHLQVXUDQFHSHQVLRQV7KH/DZ
RQSULYDWHSHQVLRQIXQGVZDVDGRSWHGLQ0DUFK<HWWKRVHPHFKDQLVPVDUHQRWYLDEOH
&UHDWLRQRISHUVRQDOSHQVLRQDFFRXQWVIRUWKHLQKDELWDQWVRIWKHUHSXEOLFLVSURFUDVWLQDWHG

7KH5HSXEOLFRI0ROGRYDQHHGVDZHOOVKDSHGDQGHIILFLHQWVHFXULWLHVPDUNHWLWLV
QHFHVVDU\WRUHVFKHGXOHWKHLQWHUQDOGHEWLQWRDQH[WHUQDORQHIRUDORQJHUUXQDQGDORZHU
LQWHUHVWUDWHWKDQWKHGRPHVWLFRQH–RIDERXWDVRIWRGD\LWLVQHFHVVDU\WRFUHDWHDQ
DJHQF\IRUUDWLQJ–LQGH[DWLRQRIVHFXULWLHVLQFLUFXODWLRQRQWKH0ROGRYDQPDUNHWWKH
FUHDWLRQRIWKH0RELDV,QWHOOLJHQW)LQDQFHLQGHSHQGHQWFRPSDQ\LVDJRRGLQLWLDWLYHLQWKLV
FRQWH[WLQFRQGLWLRQRIFKURQLFQRQSD\PHQWVLWZRXOGEHGHVLUDEOHWKHSHUPLVVLRQRI
SD\PHQWVWRWKHEXGJHWE\ZD\RIELOOVRIH[FKDQJHVDODU\DQGSHQVLRQDUUHDUVFRXOGEH
SDLGLQVKDUHVRURWKHUW\SHVRIVHFXULWLHVVROGVXEVHTXHQWO\RQWKHVHFRQGDU\VHFXULWLHV
PDUNHWLQFRQGLWLRQVRIDIXQFWLRQLQJHTXLW\PDUNHWHQWHUSULVHVFRXOGDWWUDFWIXQGVDWORZHU
UDWHVWKDQEDQNORDQV
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
5HDOVHFWRURIHFRQRP\,IRQHZRXOGGLYLGHWKHHFRQRP\LQWRWKHILQDQFLDODQGUHDO
VHFWRUVWKHQHYHU\ERG\ZLOODJUHHWKDWLWLVWKHUHDOVHFWRUWKDWLVWKHEDVLVRIWKHHFRQRPLF
GHYHORSPHQWRIVXFKDFRXQWU\OLNH0ROGRYD,WZLOOEHIXOO\ORJLFDOO\WRDVNWKHTXHVWLRQZKLFK
DUHWKHUHVXOWVRIWKLVVHFWRUGHYHORSPHQW"
0DFUROHYHO
x ’URSRIUHDO*’3WKUHHWLPHVFRPSDUHGWR–LVDOPRVWDQXQLTXHSKHQRPHQRQLQ
WHUPVRIGLPHQVLRQVDPRQJVW&,6FRXQWULHVLWDOVRKDYLQJEHDWHQWKHUHFRUGLQLWVORZOHYHOSHU
FDSLWDDPRQJVWWKH&,6FRXQWULHV–EHORZ86
x 7KHFRXQWU\FRQVXPHVPRUHDQGVDYHVOHVVWKH*’3VWUXFWXUHFDOFXODWHGEDVHGRQ
ILQDOXVDJHPHWKRGVKRZVDQLQVLJQLILFDQWJURZWKRIWKHILQDOFRQVXPSWLRQIURPLQ
WRDERXWLQ7KHVWDWHVWUXFWXUHLVPRUHDQGPRUHFRVWO\IRUWKHVRFLHW\IURP
RIWKH*’3ILYH\HDUVDJRWRLQ
x ’UDPDWLFDOO\GHFOLQHVWKHJURVVDFFXPXODWLRQRIIL[HGDVVHWVIURPRIWKH*’3
LQWRDERXWLQ$FFRUGLQJWRWKHHFRQRPLFFDQRQVWKLVZRXOGFDXVHDQ
HFRQRPLFIDOOLQWKHORQJUXQ

’LPLQLVKLQJLQYHVWPHQWLQWRWKHSXEOLFDQGSULYDWHHQWHUSULVHVLVSDUWLDOO\FRPSHQVDWHGE\
WKHLQYHVWPHQWLQWRIRUHLJQFRPSDQLHVDQGMRLQWYHQWXUHV5HJDUGOHVVWRWKHIDFWWKDWDVDUHVXOW
RIWKHHQWHUSULVHSULYDWL]DWLRQWKHQXPEHURISULYDWHHQWHUSULVHVDQGMRLQWYHQWXUHVLQFUHDVHGDQG
WKHQXPEHURISXEOLFHQWHUSULVHVGHFUHDVHGLQYHVWPHQWVLQWRIL[HGDVVHWVLQERWKRIWKRVHWZR
VHFWRUVKDYHGLPLQLVKHGDVFRPSDUHGWRE\DQGUHVSHFWLYHO\7KH\HDUO\YROXPH
RIGLUHFWIRUHLJQLQYHVWPHQWVGXULQJWKHUHFHQW\HDUVLQ0ROGRYDDPRXQWHGWRPRU
SHUFDSLWDSHUDQQXP7KHVWUXFWXUHRILQYHVWPHQWVLQWRWKHIL[HGDVVHWVLQLVGLVSOD\HGRQ
WKHJUDSK

$SDUWLFXODUUROHLQLQYHVWLQJPXVWKDYHEHHQSOD\HGE\LQYHVWPHQWIXQGVKRZHYHUWKH\GR
QRWKDYHHQRXJKIXQGVWKHLUDFWLYLW\LVSRRUO\FRQWUROOHGWKHULJKWVRIVPDOOVWRFNKROGHUVRI
WKHVHIXQGVDUHYLUWXDOO\XQSURWHFWHGE\ODZ,QWKHLGHDRIFUHDWLQJWHFKQLFDOSDUNVDQG
IUHHHQWUHSUHQHXUVKLS]RQHVRULHQWHGWRH[SRUWZDVQRWFDSLWDOL]HGRQWKDWPLJKWKDYHEURDGHQ
WKHLQIORZRILQYHVWPHQWV

,QGXVWU\,QWKHLQGXVWU\
DFFRXQWHGIRUDERXWRIWKH
HDUO\µVOHYHO$SDUWLFXODUO\GHHS
GURSZDVUHJLVWHUHGLQOLJKWDQG
IXUQLWXUHLQGXVWULHVDQGPDFKLQH
EXLOGLQJFRPSOH[$VDUHVXOWLQ
WKHSURGXFWLRQFDSDFLWLHVRIDERXW
RIHQWHUSULVHVZHUHXVHGDWRI
FDSDFLW\ZLWKDOOFRQVHTXHQFHV
GHULYLQJWKHUHIURP

,QGXVWULDOHQWHUSULVHVPDLQWDLQHG
DKLJKOHYHORIGHSHQGHQFHKDVEHHQSUHVHUYHGRIWKHIURPDJULFXOWXUH7KHIDOORIRYHUDOO
DJULFXOWXUDORXWSXWFRQVLGHUDEO\LPSDFWHGWKHOHYHORIWKHLQGXVWULDORXWSXWDVDZKROH
0RUHRYHUWKHSDFHRIDJUDULDQVHFWRUUHVWUXFWXULQJFRQWLQXHGWREHORZDQGWKDWFRQGLWLRQHGD
FDWDVWURSKLFDOO\ORZOHYHORILQYHVWPHQWVLQWKLVVHFWRU

6 WUXFWXUHR ILQYHVWP HQWV LQ IL[HG FDS LWD O
 LQWKHIRUPRI
SXEOLF SURSHUW\

LQWKHIRUPRI
MRLQWSURSHUW\

Z LWKIRUHLJQ
LQYHVWPHQW
SDUWLDODQG
WRWDO

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)LQDQFLDOGLVFLSOLQHLQWKH
HFRQRP\FRQWLQXHGWRIDOOEDQNUXSWF\
SURFHGXUHKDVQRWEHHQSUDFWLFDOO\
DSSOLHGIRUWKHILQDQFLDOUHFRYHU\RIWKH
HQWHUSULVHV$FFRXQWVUHFHLYDEOHDVRQ
2FWREHUUHDFKHGWKHYROXPHRI
0’/EQKDYLQJVRDUHGDV
FRPSDUHGWR2FWREHUE\
ZKHUHDVDFFRXQWVSD\DEOHUHDFKHGWKH
YROXPHRI0’/EQKDYLQJ
LQFUHDVHGE\7KHHQWHUSULVHV¶OLTXLGLW\FRQVLGHUDEO\UHGXFHGDFFRXQWVSD\DEOHFRYHUWKH
DFFRXQWVUHFHLYDEOHRQO\DWLQWKLVLQGLFDWRUIRU7KHOHYHORIWKLVLQGLFDWRU
IRUSURFHVVLQJLQGXVWU\HTXDOHGLWVSRVLWLRQLQFHUWDLQEUDQFKHVEHLQJGLVSOD\HGRQWKH
JUDSK

’HOD\HGVWUXFWXUDOUHIRUPVLQWKHHQHUJ\VHFWRUOHGWRLWVGHJUDGDWLRQ$QLQFUHDVHLQWDULIIV
IRUHQHUJ\VRXUFHVZDVQRWEDFNHGE\DFOHDUDQGUHDOV\VWHPRIFRPSHQVDWLRQVIRUWKHSRRU
SRSXODWLRQWKLVLVZK\RQPRQWKO\EDVLVRQO\OHVVWKDQRIWKHQDWXUDOJDVFRQVXPHUVSDLGIRU
LW6WDWHGHEWVRQJDVVRDUHGWR86PLO%HVLGHVLQFUHDVHRIWDULIIVIRUHQHUJ\IXHOVDQG
LQWURGXFWLRQRIGXW\RQUDZPDWHULDOVLPSRUWGLPLQLVKHGWKHFRPSHWLWLYHQHVVRIWKH
0ROGRYDQSURGXFWV7KHHIILFLHQF\RIHQHUJ\VHFWRUHQWHUSULVHV¶RSHUDWLRQZLOOGHSHQGRQKRZ
TXDOLILHGZLOOEHRUJDQL]HGWKHSURFHVVRIDWWUDFWLQJDVWUDWHJLFLQYHVWRU

$JURLQGXVWULDOVHFWRU0ROGRYDQDJULFXOWXUHUHPDLQVKREEOHGE\ELJLQVROYHQWDJULFXOWXUDO
HQWHUSULVHVDQGE\VPDOOSRRUO\HTXLSSHGIDUPVERWKEHLQJXQDEOHWRFRPSHWHZLWK:HVWHUQ
SURGXFHUV7KHVLWXDWLRQRIWKHDJUDULDQVHFWRULVPXFKZRUVHFRPSDUHGWRWKHILUVW\HDUVRI
UHIRUPV1RZZKDWHYHUPLJKWEHWKHFRPELQDWLRQRIPHDVXUHVWKHVLWXDWLRQLVOLNHO\WR
GHWHULRUDWHTXLWHDELWIXUWKHU
7KHJURVVDJULFXOWXUDORXWSXW*$2GXULQJVKRZVDGHFUHDVHPDLQO\GXHWRWKH
VOXPSLQKRUWLFXOWXUDOSURGXFWV
$OPRVWDOOFURSVH[FHSWIRU
YHJHWDEOHVVXQIORZHUDQGSRWDWRHV
VKRZHGDGHFUHDVHLQKDUYHVWHG
YROXPHVFHUHDOVE\FRUQ–
VXJDUEHHW–IUXLWVDQG
EHUULHVE\
7KHUHGXFWLRQZDVFDXVHGPDLQO\
E\UHGXFWLRQLQ\LHOGUDWHVSHUKHFWDUH
HVSHFLDOO\IUXLWVE\VXUIDFHRI
FXOWLYDWHGDUHDGHOD\LQKDUYHVWFDPSDLJQXVHRIIHUWLOL]HUVPLOOLRQWRQVFRPSDUHGWR
QHHGHGPLOOLRQWRQVDQQXDOO\SK\WRSURWHFWLRQRISODQWVHWF
,QPRVWRISURFHVVLQJHQWHUSULVHVXVHGWKHLUDVVHWVDWRIWKHLUFDSDFLW\
DQGVRPHRIWKHPDUHHYHQVWDWLRQLQJWKHLUHPSOR\HHVEHLQJVHQWRQIRUFHGOHDYHV7KHYROXPH
RIDJULFXOWXUDOSURGXFWLRQFRQVWLWXWHGRIOHYHO7KHVXJDUSURFHVVLQJHQWHUSULVHV
SURGXFHGOHVVFDQQHULHV–E\OHVVZLQHULHV–E\FRPSDUHGWRSUHYLRXV\HDU
3URGXFWLRQRIPHDWSURFHVVLQJIDFWRULHVLVRQFRQWLQXRVGHFOLQH2QO\WZRIDFWRULHVRXWRIQLQH
DUHIXQFWLRQLQJ2QWKHVDPHSHULRGGDLU\HQWHUSULVHVVKRZHGDQLQFUHDVHLQSURGXFWLRQE\
DVFRPSDUHGWR:RUVHQLQJRIWKHLQGXVWULDOSURFHVVLQJVHFWRUGXULQJFDQEH
H[SODLQHGE\ODFNRIUDZPDWHULDOVODFNRIIXQGVLPSDFWRI5XVVLDQILQDQFLDOFULVLVRXWGDWHG
WHFKQRORJLHVDQGKLJKSURGXFWFRVWVWKDWOHDGWRQRQFRPSHWLWLYHQHVVRIGRPHVWLFSURGXFWV

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LQVROYHQF\RIPDLQVDOHVPDUNHWV5XVVLD8NUDLQHDQG5RPDQLDDQGODFNRIQHZVROYHQW
PDUNHWV$FFRUGLQJWRHVWLPDWHVRIWKH0LQLVWU\RI$JULFXOWXUHDQG3URFHVVLQJ,QGXVWU\WKH
QDWLRQDOHFRQRP\LQFXUUHGORVVHVRIEQOHLWKHVWDWHEXGJHWKDYLQJPLVVHGWRFROOHFWVRPH
PLOOHL
,QWKHVKDUHRILQGLYLGXDOVHFWRULQ*$2LQFUHDVHGE\DQGFRQVWLWXWHGRI
WKHWRWDO7KHSULYDWHVHFWRUVKRZHGEHWWHUUHVXOWVLQERWKFURSSURGXFWLRQVHFWRURIWRWDO
DQGOLYHVWRFNSURGXFWLRQRIWRWDO$VRI-DQXDU\WKHWRWDOQXPEHURIODQGRZQHUV
FRQVWLWXWHGWKRX7KXVGXULQJWKHLUQXPEHULQFUHDVHGE\WKRX
7KHFKDUWRQWKHULJKWRXWOLQHVWKH
SDFHRIRQJRLQJODQG
UHIRUP,QGLFDWRUVVKRZWKDW
LVWKHPRVW
SURJUHVVLYH\HDURIODQG
UHIRUPWKHQIROORZHGDQ
DFXWHGHFOLQHLQDQGD
IXUWKHUGHFUHDVHLQ

9HU\VRRQWKHODQG
ZLOOEHSULYDWL]HGDQG
GLVWULEXWHGWRIDUPHUV%XWWKHHQGRIDJULFXOWXUHUHIRUPLVVWLOOIDUEHFDXVHLWVKRXOGFRQWLQXH
ZLWKSURSHUW\FRQVROLGDWLRQPRGHUQL]DWLRQRIHFRQRPLFDQGSURGXFWLRQVWUXFWXUHV1HZ
ODQGRZQHUVQHHGVXSSRUWDVWKH\ODFNILQDQFLDOUHVRXUFHVDQGUHOHYDQWH[SHULHQFHLQWKHQHZ
FLUFXPVWDQFHV5HFHQWDGRSWLRQLQWKHILUVWUHDGLQJRI3UHVLGHQW¶VSURSRVDOUHJDUGLQJWKH
OHJLVODWLRQRQODQGZKLFKDFFHSWVGHSULYLQJWKHODQGRZQHUVLQFDVHZKHQWKH\GRQRWIDUP
WKHODQGSORWVLVQRWDSURSHUDSSURDFKRQEHKDOIRIWKHVWDWHWRVXSSRUWLQJQHZRZQHUV7KLV
VWLSXODWLRQLVFRQWUDGLFWRU\WRWKHVWLSXODWLRQRIWKH&RQVWLWXWLRQRIWKH5HSXEOLFRI0ROGRYD
RQODQGRZQHUULJKWV7KHODQGRZQHUVVKRXOGQ¶WEHVDQFWLRQHGLQFDVHZKHQWKH\GHFLGHQRW
WRXVHWKHODQGSORWV3HQDOWLHVVKRXOGEHLPSRVHGE\WKHVWDWHLQFDVHZKHQQRQSURFHVVLQJRI
ODQGSORWDIIHFWVWKHVXUURXQGLQJODQGRZQHUV,QWKLVVLWXDWLRQHODERUDWLRQRIPRUHHIILFLHQW
PHFKDQLVPVRIIDUPHUVXSSRUWLVUHTXLUHG
7KHVORZSDFHRIRQJRLQJUHIRUPVLVYHU\H[SHQVLYHWRWKHVWDWHEXGJHW+LVWRULFDO
GHEWVRIWKHDJULFXOWXUDOHQWHUSULVHVFRQVWLWXWHRQDYHUDJHRYHUEQOHL)URPDQXPEHURI
DJULFXOWXUDOHQWHUSULVHVKDYHGHEWVELJJHUWKDQWKHLUVDOHVKDYHGHEWVRI
WLPHVELJJHUWKDQVDOHVDQGGHEWVRIRIHQWHUSULVHVVXUSDVVWLPHVWKHYROXPHRIWKHLU
VDOHV7KHILQDQFLDOVLWXDWLRQRIDJURLQGXVWULDOFRPSOH[LVHYHQPRUHGHWHULRUDWHGE\WKH
GHOD\LQPDNLQJGHFLVLRQRQUHVWUXFWXULQJWKHDJULFXOWXUDOSURGXFHUV¶GHEWVDQGODFNRI
HIILFLHQWOHJDOEDQNUXSWF\PHFKDQLVPV,IWKLVSUREOHPLVQRWVROYHGGXULQJWKHQHDUHVWIXWXUH
LWZLOOOHDGWRDVKDUSLQFUHDVHLQWKHVKDUHRIVKDGRZHFRQRP\DQGWKHIWRIVWDWHDQGSULYDWH
SURSHUWLHV
,QWKHGLIILFXOWLHVZLWKWKHEXGJHWGHILFLWWKHUHLVQRKRSHDQ\PRUHIRUJUDQWLQJVXEVLGLHVRU
SULYLOHJHGORDQVWRDJULFXOWXUH7KHSULYDWL]DWLRQSURFHVVLVQRWILQLVKHG\HWDQGTXHVWLRQVHPHUJH
RQXQGHUWDNLQJPHDVXUHVZKLFKFRXOGVWRSWKHFRQWLQXRXVGHPROLWLRQRIWKHSULYDWHDQGSXEOLF
SURSHUW\7KHVHFWRULVFRQWLQXRXVO\VKULQNLQJLWVZRUNLQJFDSLWDODQGEDUWHUWUDQVDFWLRQVDUH
LQFUHDVLQJ7KHVLWXDWLRQLQZKLFKORDQVDUHQRWDYDLODEOHWKHH[SDQVLRQRIEDUWHUWUDQVDFWLRQVLQ
WKHDJUDULDQVHFWRULVLQHYLWDEOH7KHPDMRUSUREOHPLVQRWODFNRIIRRGEXWWKHODFNRIILQDQFLQJ
IRUSHUIRUPLQJIRRGSURFXUHPHQW7KHPHFKDQLVPRISD\PHQWIRUGHEWVLQNLQGLVEHFRPLQJD
PDMRULPSHWXVIRUWUDGHGHVWDELOL]DWLRQSURGXFHUVDUHRIIHUHGORZHUHGSULFHVLQRUGHUWRLQFUHDVH
WKHIRRGFRYHUDJHRIWKHLUGHEWV7KLVZLOOOHDGWRDGHFUHDVHLQDJULFXOWXUDOSULFHVDQGFRQWLQXRXV
GHWHULRUDWLRQRISURGXFHUV
ILQDQFLDOSRVLWLRQ
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2QHPD\VD\LQFRQFOXVLRQWKDWWKHUHLVDQHHGLQDIXQGVLQIORZEDQNLQJFDSLWDOLQWRWKH
FUHGLWPDUNHWDQGIRUHLJQLQYHVWPHQWV2QO\IRUFXUUHQWVQHHGVWKHVHFWRUQHHGVRQDYHUDJH
P$5$¶VHVWLPDWLRQ,QRWKHUZRUGVRQHFDQQRWH[SHFWDFRQVLGHUDEOH
LPSURYHPHQWLQWKHILQDQFLDOVLWXDWLRQRIDJURLQGXVWULDOVHFWRUWKLV\HDU

’RPHVWLFWUDGHSDLGVHUYLFHV7KHHFRQRPLFFULVLVIDOOLQJSXUFKDVLQJSRZHURIWKH
SRSXODWLRQDQGWUDGHVKLIWLQJWRVKDGRZHFRQRP\FDXVHGWKHGHFUHDVHGXULQJ\HDUVRIWKHUHWDLO
FRPPRGLW\WXUQRYHULQGLFDWRUE\,WLVKDUGWREHOLHYHWKDWWKHRUJDQL]HGPDUNHWDFFRXQWVIRU
DOPRVWKDOIRIWKHHQWLUHFRPPRGLW\WXUQRYHULIWRFDOFXODWHWKHYROXPHVRIFRPPRGLW\VDOHVSHU
FDSLWDGLVSOD\HGE\WKHVWDWLVWLFVSHUDQQXPNJRIPHDWJURIILVKJURIEXWWHU
JURIRLONJRISRWDWRHVNJRIYHJHWDEOHVNJRIIUXLWVHWF7KHUXUDOSRSXODWLRQ
RIWKHWRWDODFFRXQWVIRURIWKHFRPPRGLW\WXUQRYHUZKLFKSURYHVDJDLQWKDWWKHUXUDO
ORFDOLWLHVSDXSHUL]HIDVWHU7KHSULYDWHVHFWRUDFFRXQWVIRURIWKHRYHUDOOFRPPRGLW\WXUQRYHU
,WLVZRUWKPHQWLRQLQJWKDWWKHFRPPRGLW\FLUFXODWLRQRIWKHSXEOLFHQWHUSULVHVH[SUHVVHGLQIL[HG
SULFHVRIUHPDLQHGSUDFWLFDOO\XQFKDQJHGDERXWWKRXOHLWKHVDPHLQGLFDWRULQWKH
SULYDWHVHFWRUGHFUHDVHGDOPRVWIROGIURPWKRXVDQGOHLLQWRWKRXVDQGOHLLQ
ZKLFKSURYHVWRDJUHDWH[WHQWDKLGLQJRILQFRPHVLQWKHSULYDWHVHFWRUUDWKHUWKDQDOHVVHU
LQFRPHVRIWKHODWWHU

7KHYROXPHRISDLGVHUYLFHVUHQGHUHGWRSRSXODWLRQKDVIDOOHQVLQFHWKHHDUO\µVLQ
FRPSDUDEOHSULFHVE\7KHVWUXFWXUHRIUHQGHUHGVHUYLFHVKDVFKDQJHGWKHVKDUHRIVRFLDO
VHUYLFHVGHFUHDVHGDQGLQFUHDVHGWKHVKDUHRIFRPPXQDODQGFRPPXQLFDWLRQVHUYLFHV7KLVWRD
JUHDWH[WHQWFRXOGEHH[SODLQHGE\XQHYHQULVHRISULFHVRQWKLVW\SHRIVHUYLFHV0RVWRIDOO
URVHWKHSULFHVIRUFRPPXQDOVHUYLFHVWUDQVSRUWDQGFRPPXQLFDWLRQV,QWKHVWUXFWXUHRI
RZQHUVKLSSUHYDLOVWKHVWDWHVHFWRU

([WHUQDOWUDGH7KHLQGLFDWRURIHFRQRPLF‡RSHQQHVV·RI0ROGRYDLQUHDFKHG
>H[SRUWLPSRUW*’3@WKLVEHLQJWKHUHDVRQRIH[SRVXUHWRH[WHUQDOVKRFNVDQG
RSHQQHVVRIGRPHVWLFPDUNHWWRLPSRUWVRISRRUTXDOLW\JRRGV3UREOHPVZKLFKGUDZWKH
DWWHQWLRQKHUHDUH
x 7KHSHULSKHUDOQDWXUHRIWKHHFRQRP\KDVH[WHQGHG–LQH[SRUWVWUXFWXUHJURZVWKHVKDUH
RIXQILQLVKHGSURGXFWVUDZPDWHULDOV7KHH[SRUWVWUXFWXUHEHFDPHPRUHDJULFXOWXUDO
SURQHDQGUHVSHFWLYHO\PRUHGHSHQGLQJRQFOLPDWHFRQGLWLRQVLQDQHQYLURQPHQWRIQRQ
LUULJDWHGIDUPLQJWKHVKDUHRIDJURLQGXVWULDOFRPSOH[LQWKHH[SRUWURVHIURPLQ
WRDERXWLQ
x 7KHUHSXEOLFEHFDPHPRQRSVRQLVWLFDFRQVLGHUDEOHGHSHQGHQFHRIH[SRUWVIURPRQH
FRXQWU\–EX\HUWKHVKDUHRI5XVVLDDVPDLQLPSRUWHURI0ROGRYDQJRRGVLQFUHDVHGIURP
LQWRLQ2QWKHRWKHUKDQGRIHQHUJ\UHVRXUFHVVXFKDV
FRDOFRNHJDVROLQHGLHVHOIXHODQGRIQDWXUDOJDVLVLPSRUWHGIURPWZRFRXQWULHV
–5XVVLDDQGWKH8NUDLQH
x %\’HFHPEHUDGHFUHDVHZDVQRWLFHGLQQHWH[SRUWIURPPLQWR
P,QFRPSDUDEOHSULFHVRIPLOOLRQVRI86GROODUVH[SRUWVFKDQJHGVOLJKWO\
ZKHUHDVWKHLPSRUWURVHE\7KHDQWLFLSDWLQJSDFHRIJURZLQJSULFHVRQH[SRUWDV
FRPSDUHGZLWKLPSRUWSULFHV–LVDSRVLWLYHSKHQRPHQRQ\HWHSKHPHUDOFDXVHGE\WKH
HTXDOL]LQJSULFHVRQGRPHVWLFDQGH[WHUQDOPDUNHWV:HDNH[SRUWIOH[LELOLW\WRFKDQJLQJ
UHDOH[FKDQJHUDWHRIOHXDQGELJVKDUHRIHQHUJ\UHVRXUFHVLQWKHLPSRUWPDNHWKH
PHFKDQLVPRIH[SRUWHQFRXUDJLQJWKURXJKFKDQJLQJWKHUHDOH[FKDQJHUDWHRIWKH
QDWLRQDOFXUUHQF\DOPRVWLPSRVVLEOH

7KHFRQVHTXHQFHVRIWKH5XVVLDQFULVLVZHUHGUDPDWLFIRU0ROGRYDGXHWRLWVELJ
GHSHQGHQFHRQWKH(DVWHUQPDUNHW2QWKHRQHKDQGWKHWUDGHVKDUHZLWK&,6FRXQWULHV
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GHFUHDVHGIURPLQWRLQ\HWIURPWKHRWKHUKDQGWKHH[SRUWYROXPHRI
0ROGRYDQSURGXFWVWRRWKHUFRXQWULHVDOVRGLPLQLVKHGDQGDFFRXQWHGIRURIWKH
OHYHO7KHHQWHUSULVHVQHHGLQYHVWPHQWVLQRUGHUWRUDLVHWKHTXDOLW\RIJRRGVWRLQWHUQDWLRQDO
VWDQGDUGV+RZHYHUHQWHUSULVHVFKRVHWKHSDWKRIOHDVWUHVLVWDQFHDQGVROGSURGXFWLRQRQWKH
&,6PDUNHWVZKLFKGRQRWKDYHFRQVLGHUDEOHUHTXLUHPHQWVLQWHUPVRITXDOLW\0HDQZKLOH
GXULQJODWHPRQWKVRIWKHH[SRUWGHFOLQHLQWKH&,6FRXQWULHVZDVPXFKGHHSHUWKDWLQ
RWKHUFRXQWULHV
$SDUWLFXODUUROHLQWKHH[SRUWWRRWKHUFRXQWULHVSOD\VWKHSURGXFWLRQRIOLJKWLQGXVWU\
ZKLFKUHDFKHGRIWKHRYHUDOOYROXPHRIH[SRUWWRWKRVHFRXQWULHV7DNLQJLQWRDFFRXQWWKH
SUHIHUHQWLDOV\VWHPSURYLGHGE\WKH(8FRXQWULHVWR0ROGRYDWKHDERYHPHQWLRQHGSURGXFWLRQ
LVDSULRULW\IRUSURPRWLQJWRWKHPDUNHWRIWKHRWKHUFRXQWULHV:KLOHWKHH[SRUWRIIRRG
LQGXVWU\WRWKRVHPDUNHWVGHFOLQHGE\WKHH[SRUWRIWH[WLOHLQGXVWU\RXWSXWDQGLWVDUWLFOHV
LQFUHDVHGE\

3ULYDWL]DWLRQDQGWKHSULYDWHVHFWRU2QHRIWKHQHJDWLYHOHVVRQVRILVWKDWIRUWKH
IDWHRIWKHQDWLRQDOHFRQRP\LVFUXFLDOWRUHDFKDPXWXDOXQGHUVWDQGLQJEHWZHHQVWDWH
VWUXFWXUHVDQGHQWUHSUHQHXUVKLS0HDQZKLOHLQ0ROGRYDWKHHQWUHSUHQHXUVEHFDPHDOUHDG\D
UHDOSRZHUZKLFKUHTXLUHDSURSHUWUHDWPHQW,QDGHPRFUDWLFVRFLHW\WKH*RYHUQPHQWVKRXOG
ILQGDFRQVHQVXVZLWKWKHEXVLQHVVPHQDWOHDVWIRULQFUHDVLQJWKHWD[HVLQIORZ$VDUHVXOWRI
DGPLQLVWUDWLYHSUHVVXUHVRQEXVLQHVVPHQPRUHDQGPRUHHFRQRPLFDJHQWVVKLIWHGWRWKH
VKDGRZHFRQRP\WKXVEURDGHQLQJWKHVFDOHRIVPXJJOLQJDQGFRUUXSWLRQDQGDYRLGHGWD[
SD\PHQWVWRWKHEXGJHW
’XULQJUHFHQW\HDUVWKUHHSULYDWL]DWLRQSURJUDPVWRRNSODFHLQ0ROGRYDIRUYRXFKHUV
PL[HGDQGIRUFDVK$VDUHVXOWRIWKHILUVWWZRSURJUDPV
WKHIRUPHUO\VWDWHSURSHUW\ZDV‡GLVDJJUHJDWHG·
3URFHHGLQJIURPWKHQHHGWRFRPSOHWHWKHLQFRPHVWRWKHEXGJHWDVZHOODVXUJHGE\WKH
LQWHUQDWLRQDOILQDQFLDORUJDQL]DWLRQVLQDFHUWDLQSURJUHVVZDVUHDFKHGGXULQJWKHFDVK
SULYDWL]DWLRQWKHHQHUJ\VHFWRU0ROGWHOHFRP0ROGRYD*D]5H]LQD&HPHQW3ODQW‡)ORDUH
&DUSHW·DQGRWKHUVLWLVQRWFOHDU\HWKRZFRPH0ROGRYDKDYLQJVXEPLWWHGRIWKH
VKDUHSDFNDJHRI0ROGRYD*D]ZRUWKPGHFUHDVHVLWVGHEWWR5XVVLDRQO\E\PRU
WKDWLQFRQGLWLRQVRIFROODSVLQJ5XVVLDQUXEOHWKH0ROGRYDQZLQHULHVRQWKHWHUULWRU\RI5XVVLD
DUHHYDOXDWHGLQUXEOHVDQGQRWLQ86GROODUV"7KHVDOHRI0ROGWHOHFRPGRHVQRWFRQWUDGLFWWKH
/DZRQ0RQRSRO\
,WLVVWLOODUJXDEOHWKHTXHVWLRQRIWKHVKDUHRISULYDWHVHFWRULQ*’3EHFDXVHWKHSULYDWH
VHFWRULQFOXGHVDOVRVXFKIRUPDWLRQVDVFROOHFWLYHIDUPVDSURFHVVLVWDNLQJSODFHRIPDVV
VKLIWLQJRISULYDWHHFRQRPLFDJHQWVWRVKDGRZHFRQRP\7KHSULYDWHVHFWRUEURDGHQVZKHUHDV
WKHRIILFLDOVWDWLVWLFVFRQWLQXHVWRSURYLGHGLVWRUWHGSLFWXUHRILWVIXQFWLRQLQJE\IDOVH
FRQFOXVLRQV7KXVDFFRUGLQJWRWKHODWWHUWKHSURGXFWLYLW\LQWKHLQGXVWULDOVHFWRULVWLPHV
KLJKHULQWKHVWDWHVHFWRUDVFRPSDUHGZLWKWKHSULYDWHRQHRUDQRWKHUFRQFOXVLRQSXWWLQJLQWR
RSHUDWLRQRIUHVLGHQWLDOKRXVHVEXLOWXSE\SULYDWHEXLOGHUVGXULQJWKHODVW\HDUVGLPLQLVKHG
PRUHWKDQWLPHV

6KDGRZHFRQRP\LQUHDFKHGGLPHQVLRQVWKDWZHUHGDQJHURXVIRUWKHHFRQRPLF
VHFXULW\RIWKHFRXQWU\7KHUHDOLW\LVWKDWWKHKDUGEXW‡QRQFRPSXOVRU\·WD[EXUGHQRIDERXW
DQGWKHOHVVHUEXWREOLJDWRU\LQIRUPDOEXUGHQSD\PHQWIRUWKH‡SROLWLFDOFRYHU·
EULEHULHVWRWKHEXUHDXFUDWLFPDFKLQHU\SD\PHQWVIRUDYRLGLQJWKHDUWLILFLDOEDUULHUVIRUDQ
HFRQRPLFDFWLYLW\HWFSODFHWKHHFRQRPLFDJHQWVEHIRUHWKHGLOHPPDEDQNUXSWF\RUJRLQJWR
VXFFXPELQJWRVKDGRZHFRQRP\$QRWKHUFLUFXPVWDQFH–EXGJHWSUREOHPRIWKHVWDWHDQGLWV
FDSDELOLW\WRVWLPXODWHWKHZRUNRIWKHFRQWUROOLQJERGLHVLQGXHPDQQHUQRQSD\PHQWRI
ZDJHVIRUVRPHPRQWKVFRUUXSWVDQGGHFUHDVHVWKHLQWHUHVWRIWKHFRQWUROOLQJERGLHVLQWUDFLQJ
RXWWKHHFRQRPLFDQGILQDQFLDOYLRODWLRQV
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$VDUHVXOWVKDGRZHFRQRP\GHYHORSHGIDVWLWVVKDUHDVFRPSDUHGWRIRUPDOHFRQRP\
JUHZIURPLQWRLQDQGLQ$FFRUGLQJWRHVWLPDWHVWD[
HYDVLRQLQFUHDVHGIURPRIWKHFRQVROLGDWHGEXGJHWLQFRPHWR
)LQDQFLDODQGHFRQRPLFGLVFLSOLQHYLRODWLRQIUHTXHQF\WUDFHGRXWE\WKHHPSOR\HHVRIWKH
’HSDUWPHQWRI5HYLVLRQDQG&RQWUROLQFUHDVHGWRZKHUHDVWKHIUHTXHQF\RIHFRQRPLF
OHJLVODWLRQYLRODWLRQVUHYHDOHGE\WKHSHUVRQQHORIWKH0DLQ6WDWH)LQDQFLDO,QVSHFWRUDWH–WR
,QRIWKHSHUIRUPHGFRQWUROVE\WKH’HSDUWPHQWRI6WDQGDUGV0HWURORJ\DQG
7HFKQLFDO6XSHUYLVLRQDUHXQYHLOHGYLRODWLRQVIURPWKHQRUPVLQWHUPVRILPSRUWHGSURGXFWLRQ
WKLVLQGLFDWRUDFFRXQWVIRU
7KHWUDQVSDUHQF\RIWKH0ROGRYDQERUGHUVGLIIHUHQFHLQFXVWRPVDQGILVFDOUHJLPHVRQ
WKHWHUULWRU\RI0ROGRYD8NUDLQHDQG5XVVLDOHDGWRPDQ\LOOHJDOH[SRUWLPSRUWRSHUDWLRQV
7KXVFRPSDULVRQRILPSRUWH[SRUWRSHUDWLRQVGDWDWUDFHGRXWGHYLDWLRQVRIRIH[SRUW
WUDQVDFWLRQVWR5XVVLDDQGH[SRUWVWRWKH8NUDLQH

6RFLDOLPSOLFDWLRQV7KHSKHQRPHQDZKLFKRFFXUUHGLQWKHHFRQRP\WKURXJKRXW
KDYHKDGVLJQLILFDQWDGYHUVHHIIHFWVRQOLYLQJVWDQGDUGV:LWKUHJDUGWRWKLVIDFWVWDWLVWLFDOGDWD
UHYHDODQH[FHVVLYHGHFOLQHLQSHRSOH¶VZHOIDUH7KHUHDOPRQWKO\GLVSRVDEOHLQFRPHSHUSHUVRQ
KDVGURSSHGE\DQGUHDFKHGLWVORZHVWOHYHOLQWKHODVWIRXU\HDUV–OHL
&RQVHTXHQWO\FRQVXPSWLRQRIPDUNHWDEOHJRRGVDQGVHUYLFHVKDVVKUXQNJLYLQJPRUHURRPWR
FORVHGKRXVHKROGFRQVXPSWLRQRIKRPHPDGHSURGXFWV7KHVKDUHRIH[SHQGLWXUHVIRUIRRGVWXIIV
KDVH[WHQGHGE\DQRWKHUDQGFDSWXUHGDOPRVWRIWKHWRWDOKRXVHKROGLQFRPH
’LVWXUEDQFHVLQSXEOLFILQDQFHVDQGZHDNWD[FROOHFWLRQWKDWSUHYDLOHGWKURXJKRXWWKHSHULRG
KDYHDJJUDYDWHGFRQVLGHUDEO\VDODU\ZDJHVSD\PHQWVPDNLQJSD\LQJRIIWKHDUUHDUVRZHG
PRUHGLIILFXOWWKDQHYHUEHIRUH,IDWWKHEHJLQQLQJRIWKHRYHUDOOVWRFNRIEXGJHWDU\VDODU\
DUUHDUVDFFRXQWHGIRUPRQWKVQRZZHKDYHHQWHUHGWKHZLWKDPRQWKVVDODU\GHEW
7KHILQDQFLDOYLDELOLW\RIWKHVRFLDOIXQGEXGJHWLVYHU\SRRU7KHFKLHIUHDVRQLVDORZ
FROOHFWLRQRIVRFLDOFRQWULEXWLRQV2QDYHUDJHWKHUDWLRRIWD[FROOHFWLRQGLGQRWH[FHHGHG
RIWKHDQQXDOFRPPLWPHQWV$VDUHVXOWDJUHDWGHDORIERWKSD\DEOHDQGUHFHLYDEOHDFFRXQWVKDV
DFFXPXODWHG,QFRPSDULVRQZLWK-DQXDU\WKHRYHUDOOVWRFNRISHQVLRQDUUHDUVQHDUO\
GRXEOHGDFFRXQWHGDWWKHPRPHQWIRUDERXWPLOOHL’XHWRODFNRIILQDQFLDOLQSXWVLQWR
VRFLDOIXQGEXGJHWSHQVLRQLQNLQGZDVSUDFWLFHGDWDODUJHVFDOHDOPRVWRIWKHWRWDOSDLG
SHQVLRQVFRPSDUDEOHZLWKLQ7KHFXPXODWLYHHIIHFWRIILQDQFLDOGLVRUGHUO\
DGMXVWPHQWVKDVSUHFLSLWDWHGLQFRPHGLVSDULWLHVDQGVSUHDGLQJRISRYHUW\7KHPDJQLWXGHRI
LQFRPHGLVWULEXWLRQLVYHU\ODUJHDQGFRQVWLWXWHV&KDQJHVRFFXUUHGLQLQFRPHGLVWULEXWLRQ
ZHUHLQGHWULPHQWRIWKHSRRU7KHERWWRPRIWKHSRRUHVWSRSXODWLRQKDVVKUXQNWKHLUVKDUH
IURPWRZKLOHWKHWRSULFKHVWLQFUHDVHGWKHLUZHOIDUHIURPWR7KXVWKH
ULFKEHFRPHULFKHUDQGWKHSRRUEHFRPHSRRUHU$VDFRQVHTXHQFHDERXWRIWKHHQWLUH
SRSXODWLRQOLYHRQGDLO\LQFRPHVRIOHVVWKDQ

0DLQOHVVRQV2XWJRLQJ\HDUKDGSURYHGRQHPRUHWLPHWKHUXOHVRFLDOFRVWVJHW
KLJKHUDQGSHRSOH¶VFUHGLELOLW\ZHDNHQVRQFHUHIRUPVDUHSURFUDVWLQDWHG,QWKHVRFLDOVSKHUHWKH
SDFHRIUHIRUPVZDVWRRVORZDQGDWWHPSWVWRPDNHVRPHFKDQJHVZHUHGRQHLQDFRQWURYHUVLDO
DQGVKDOORZPDQQHU([FHSWLRQFRXOGEHRQO\OHJDOIUDPHZRUNZKHUHVHYHUDOLPSRUWDQWODZVKDYH
EHHQDSSURYHG:HFDQPHQWLRQKHUHWKH/DZRQ0DQGDWRU\+HDOWK&DUH,QVXUDQFH)HE
/DZRQ6WDWH3HQVLRQ,QVXUDQFH2FWDQG/DZRQ0LQLPXP0HGLFDO6HUYLFHVSURYLGHGE\
6WDWH)HE6HYHUDOPRUHFRXSOHGUDIWVRIODZVKDYHSDVVHGWKHVWDQGQGUHDGLQJVLQ
WKH3DUOLDPHQWZDLWLQJIRUWKHILQDOVWDJH/DZRQ1RQ6WDWH3HQVLRQ)XQGVDQG/DZRQ6RFLDO
,QVXUDQFH$WWHPSWVWRSD\RIISHQVLRQVDODU\DUUHDUVKDYHIDOOHQGXHWRODFNRIFRQVLVWHQF\LQ
SURPRWLQJVRFLDOUHIRUP*RYHUQPHQWLQVWLWXWLRQVZHUHFRQFHLYHGPDLQO\ZLWKFXUUHQWLVVXHV
DFWLQJDVDILUHILJKWHUEULJDGH7LPHPRQH\DQGHIIRUWVZHUHVSHQWRQWDNLQJDGKRFNPHDVXUHV
ZKLFKEURXJKWVRPHLQVLJQLILFDQWDQGWHPSRUDU\UHVXOWV
/(662162)7+(7+,5’$77(037$767$%,/,=$7,21
&,65$SULO02/’29$,175$16,7,21
,QVWLWXWLRQDOQHWZRUNIRULPSOHPHQWDWLRQWKHQHZODZVLVQRWVHWWOHG\HW,QUHDOLW\DKXJH
JDSEHWZHHQWKHQHZOHJDOIUDPHZRUNDQGRXWGDWHGVRFLDOVHFXULW\LQVWLWXWLRQVFDQEHVHHQ
&RQVHTXHQWO\SHQVLRQKHDOWKFDUHDQGRWKHUVHFWRUUHIRUPVVWRSSHG3XEOLFVRFLDO
DUUDQJHPHQWVDUHWRRFRVWO\DQGEDGO\WDUJHWHG.HHSLQJIXUWKHUWKHLPSOLFLWQDWXUHRIWKH
VRFLDOH[SHQGLWXUHVDVZHOODVWKHEURDGUDQJHRIWKHVRFLDOSULYLOHJHVFRXOGXQGHUPLQHWKH
IDWHRIWKHVRFLDOUHIRUP8QGHUWDNHQGHVSHUDWHDFWLRQVWRILWH[SHQGLWXUHVZLWKWKHUHYHQXHV
GLGQRWKDYHDSRVLWLYHHIIHFW7KUHHWLPHVGXULQJWKHWKHVRFLDOIXQGEXGJHWZDVUHYLVHG
WRZDUGVUHGXFLQJHLWKHURILWVVLGHVEXWWKHUHVXOWZDVLQVLJQLILFDQW%\WKHHQGRIWKH\HDU
SHQVLRQDUUDQJHPHQWVZHUHSDLGDWRIWKHLULQLWLDOUDWH)DPLO\DOORZDQFHVDQG
FRPSHQVDWLRQVIRUSXEOLFXWLOLWLHVDUHWRRGLIIXVHDQGSURYLGHGLQDPDQQHUFORVHGWRWKH
XQLYHUVDOFRYHUDJH&URVVVXEVLGL]DWLRQRIWKHHOHFWULFLW\DQGWKHUPDOHQHUJ\WDULIIVLVWKHPRVW
YXOQHUDEOHSRLQWLQWKHVRFLDOVDIHW\VFKHPHV7KH\FDSWXUHGQHDURIWKHSXEOLFEXGJHW
UHYHQXHVDQGDUHFRQYHQLHQWRQO\IRUWKHFRPSDQLHVZKLFKSURGXFHGHOLYHUHQHUJ\UHVRXUFHV
3KDVLQJRXWWKHVXEVLGLHVFRXOGPHHWVWURQJLQVWLWXWLRQDOFRQVWUDLQWVPDNLQJWKLVLVVXH
SROLWLFDOO\VHQVLWLYH7KHDGPLQLVWUDWLYHFDSDFLW\RIVRFLDOLQVWLWXWLRQVLVWRRZHDNDQGWKLV
FRXOGEHDVHULRXVLPSHGLPHQWIRUWKHLPSOHPHQWDWLRQRIWKHUHIRUPSURSRVDOV%HVLGHVWKDW
ODFNRISXEOLFLW\RIWKHDLPVDQGVFRSHRIWKHVRFLDOUHIRUPKDYHVWUHQJWKHQHGRSSRQHQW¶V
SRVLWLRQVDQGLQWHQVLILHGUXPRUVZKLFKLPSDFWHGXSRQWKHVXFFHVVRIWKHUHIRUP
3ROLF\RSWLRQV$PRQJEURDGUDQJHRIVRFLDOLVVXHVZKLFKIDFHQRZDGD\V0ROGRYDWKH
IROORZLQJWKUHHJURXSVZLOOH[HUWPRUHSUHVVXUHGXULQJWKH
)LQDQFLDOLPEDODQFHV7KHPDLQFKDOOHQJHLVKRZWRPHHWVRFLDOFRPPLWPHQWV
SDUWLFXODUO\SD\RIIVDODU\SHQVLRQDUUHDUVZLWKLQWRXJKILVFDODQGEXGJHWDU\FRQVWUDLQWV,QOLQH
ZLWKWKDWSROLF\LQVWUXPHQWVVKRXOGEHGHVLJQHGLQDWDUJHWHGDQGFRVWHIIHFWLYHIDVKLRQ7KLV
LQYROYHVWKHQHFHVVLW\RIUDWLRQDOL]LQJVRFLDOH[SHQGLWXUHVLQFRQWH[WZLWKSXEOLFILQDQFH
UHVWUXFWXULQJ,WLVH[SHFWHGWREHUHYLVHGWKHOHYHODQGGXUDWLRQRIEHQHILWV(OLJLELOLW\FULWHULD
ZRXOGQHHGWREHWLJKWO\GHVLJQHG:LWKUHJDUGWRVXEVLGLHVLWVHHPVWKDWLWLVSUHPDWXUHWR
FRPSOHWHO\SKDVHWKHPRXW7KHUHIRUHLWLVPRUHOLNHO\WRWDNHWKHSUDJPDWLFDSSURDFKRI
OLPLWHGWUDQVLWRU\FRQVXPHUVXEVLGLHVNHHSLQJDWUDGHRIIEHWZHHQQDUURZQHVVRIWDUJHWLQJ
DQGWKHEXGJHWDU\FRVWVRIVXEVLGLHV
,QVWLWXWLRQDOLVVXHV(IIRUWVVKRXOGEHIRFXVHGRQPDNLQJPRUHVLPSOHWKHDGPLQLVWUDWLYH
SURFHGXUHVDQGUHGXFLQJRSHUDWLRQDOFRVWV0HDQZKLOHLPSURYHPHQWRILQVWLWXWLRQDOFDSDELOLW\
LVJHWWLQJPRUHFUXFLDODQGWKLVUHTXLUHVGHYHORSPHQWRIDQHZRUJDQL]DWLRQDOQHWZRUNIRU
VRFLDOVHFXULW\VFKHPHV$VDUHVXOWZHFDQH[SHFWFKDQJHVLQDSHUVRQQHOVWUXFWXUHDQGHYHQ
VRPHOD\RIIV
/HJDOLVVXHV7KH\ZLOOGHDODWWKHVDPHWLPHZLWKWZRNLQGVRIDFWLYLWLHVGHVLJQLQJQHZ
OHJDOIUDPHZRUNDQGJLYLQJURRPIRUPDNLQJRSHUDWLRQDOO\WKHQHZDGRSWHGODZV7KDWLVZK\
IRU\HDULWLVPRUHOLNHO\WKDWWKHODWWHUMREZLOOSUHYDLOLQRUGHUWRXQIUHH]HSHQVLRQDQG
KHDOWKFDUHUHIRUPV$OVRHQDFWPHQWRIPLQLVWHULDOOHJDOSURFHGXUHVLVUHTXLUHGIRUVHWWLQJXS
WKHQHZVRFLDODVVLVWDQFHLQIUDVWUXFWXUH

7KHFKDQFHIRU‡\RXQJUHIRUPHUV·$VZHFDQVHHXQGHUWKHLPSDFWRIERWKH[WHUQDO
FLUFXPVWDQFHVDQGLQWHUQDOIDFWRUVWKH0ROGRYDQHFRQRP\IXOO\GLVSOD\VLWVGXDOQDWXUH2Q
WKHRQHKDQGDUHHYLGHQWDOOWKHIHDWXUHVRIWKHOLEHUDOHFRQRP\–RSHQQHVVRIWKHFRXQWU\
QHHGHGODZVDQGLQVWLWXWLRQVDUHDYDLODEOH+RZHYHUWKHODZVDUHQRWHQIRUFHGWKHFRXUWVRI
ODZGRQRWDSSO\WKHPWKHODWLWXGHRIWKHVKDGRZHFRQRP\LVODUJH$PHFKDQLVPKDVQRWEHHQ
HVWDEOLVKHGRQGHYHORSLQJVRFLDOO\HIIHFWLYHGHFLVLRQVDQGWKHLULPSOHPHQWDWLRQ0DQ\
LQVWLWXWLRQV+LJK(FRQRPLF&RXQFLOXQGHUWKH3UHVLGHQWWKHJURXSRIDGYLVHUVWRWKH
*RYHUQPHQW)XQGRI(QWUHSUHQHXUVKLS6XSSRUW$JHQF\IRU$WWUDFWLQJ,QYHVWPHQWV$JHQF\
IRU([SRUW3URPRWLRQ6WRFN([FKDQJHHWF–VWRRGVWLOORQWKHLQFLSLHQWVWDJH2QWKHRWKHU
KDQGWKHUHDUHVWURQJPHFKDQLVPVRIJURXSLQWHUHVWV¶UHDOL]DWLRQ
/(662162)7+(7+,5’$77(037$767$%,/,=$7,21
&,65$SULO02/’29$,175$16,7,21 
(YHUQRZDQGWKHQWKHHPHUJHGGLVFUHSDQFLHVEHWZHHQWKHSRZHUEUDQFKHVIUHTXHQW
FKDQJHVRIWKH*RYHUQPHQWWUDGHXQLRQV¶FRQIRUPLVPDQGIUHTXHQWHOHFWLRQVHDFK\HDUV–
HOHFWLRQFDPSDLJQVFRQVWDQWO\DQLPDWHWKHKRSHVRIWKHSRSXODWLRQWRFKDQJH
$SSDUHQWO\DSROLWLFDODQGHFRQRPLFV\VWHPHPHUJHGLQWKHFRXQWU\WKDWQRWRQO\
UHLQIRUFHVVWDJQDWLRQEXWIRUZKLFKHFRQRPLFGHSUHVVLRQDQGSROLWLFDOLQVWDELOLW\LVDQ
LQYLJRUDWLQJHQYLURQPHQWIRUH[LVWHQFH
)LQDOO\LQ0ROGRYDVWDUWLQJWKHVSULQJRIWKH\RXQJUHIRUPHUV–OLEHUDOVZKRKDYHWR
FDUU\RXWDQRSHQDQGXQGHUVWDQGDEOHSURJUDPRIUHIRUPVE\WU\LQJWRPDNHD8WXUQLQEHWWHULQJ
WKHVLWXDWLRQJRWDFKDQFH7KHQHHGRID‡QHZHFRQRPLFSROLF\·IRU0ROGRYDLVGHWHUPLQHGE\
WKHPDLQFLUFXPVWDQFH–DUHDOWKUHDWHPHUJHGIRUWKHVHFXULW\RIWKHFRXQWU\0DQ\RILWV
LQGLFDWRUVDUHFORVHWRWKHFULWLFDOERWWRPOHYHOERWKHFRQRPLFDQGVRFLDO
,QWKHFUHDWHGVLWXDWLRQWKHPDLQWDVNVRI,6WXU]D¶V*RYHUQPHQWZKLFKZDV
FRPPLVVLRQHGWKHPDQGDWHRQ0DUFKDUHWRRYHUFRPHWKHDFXWHSKDVHRIWKHFULVLV
DQGWRSURPRWHWKHUHIRUPVPRUHDFWLYHO\EDVHGRQWKHSULQFLSOHVRIHFRQRPLFVRXQGQHVVDQG
VRFLDOHTXLW\7KHILUVWEORFNRISUREOHPVWKDWKDYHWREHGHFLGHG
x GHWHUPLQLQJWKH‡JURZWK]RQHV·LQWKHQDWLRQDOHFRQRP\UHDOVHFWRUDQGHQWUHSUHQHXUVKLS
GHYHORSPHQWE\SDUDOOHOUHGXFWLRQRIVKDGRZHFRQRP\
x VXSSUHVVLQJFRUUXSWLRQ

x UHYLWDOL]LQJWKHVWDWHEXGJHWLQFUHDVLQJWKHUDWHRIWD[FROOHFWLRQDQGUDWLRQDOL]DWLRQRIWKH
VWDWHH[SHQVHVOLPLWDWLRQRIEXGJHWDU\OLDELOLWLHV
x SURPRWLQJDPRUHHFRQRPLFDOO\HIILFLHQWSULYDWL]DWLRQIRUFDVKRULHQWHGWRZDUGVDWWUDFWLQJ
IRUHLJQLQYHVWPHQWV
x FRPSOHWLQJWKH‡/DQG·1DWLRQDO3URJUDPUHVWUXFWXULQJWKHORVVEHDULQJDJULFXOWXUDO
HQWHUSULVHVE\ZD\RIVHWWLQJXSQHZPDUNHWLQIUDVWUXFWXUHIRUIDUPVDQGUXUDOSRSXODWLRQ
x LQFUHDVLQJDQGSURPRWLQJH[SRUWLWVUHRULHQWDWLRQWRQHZPDUNHWVUHVWUXFWXULQJDQG
UHWHFKQRORJL]LQJIRUWKHVHSXUSRVHVRIWKHLQGXVWULDOHQWHUSULVHV
x UHRUJDQL]DWLRQDQGSULYDWL]DWLRQRIWKHHQHUJ\VHFWRU
x UHIRUPDWLRQRIWKHVRFLDOVSKHUH–SHQVLRQUHIRUPUHIRUPDWLRQRIWKHHGXFDWLRQDQGKHDOWK
FDUHV\VWHPV
x IXQFWLRQDOUHVWUXFWXULQJRIWKHORFDODGPLQLVWUDWLRQUHHVWDEOLVKLQJWKHXQLW\DQGWHUULWRULDO
HFRQRPLFLQWHJULW\RIWKHFRXQWU\7UDQVQLVWULD
%LJJHVWSDUWRIWKHSUREOHPVPXVWEHUHVROYHGDOUHDG\LQWKHQH[W\HDUVWKURXJKVKRUW
WHUPVFHQDULRVVRPHRIWKHPEHLQJORQJWHUP,WLVIXQGDPHQWDOO\LPSRUWDQWWKDWZKLOH
LPSOHPHQWLQJERWKSROLWLFDODQGVWUXFWXUDOUHIRUPVWKH5HSXEOLFRI0ROGRYDHQWHUVWKHVW
FHQWXU\E\DFWLYDWLQJLWVFRPSHWLWLYHDGYDQWDJHVRWKHUZLVHLWZLOOEHFRPHDQLFKHWREHILOOHGE\
SURGXFWVDQGVHUYLFHVRIWKHRWKHUFRXQWULHV2ULHQWDWLRQWR(XURSHDQ8QLRQPHPEHUVKLSRI
:72ZLOOSOD\DYLWDOUROHLQWKLVPRGHUQL]DWLRQSURFHVV
8OWLPDWHO\FRQILGHQFHLVQHFHVVDU\,WLVDQLPSRUWDQWIDFWRULQHFRQRPLFSHUIRUPDQFH
LQWHUQDWLRQDOSROLWLFDOFRQILGHQFHZLWKUHVSHFWWR0ROGRYDDQGFRQILGHQFHLQGRPHVWLFSROLWLFV
,QPDQ\DUHDVUHFHQW*RYHUQPHQWVKDYHSHUIRUPHGQRWVRZHOODQGZHZLOOKRSHWKDWWKHQHZ
JHQHUDWLRQRISROLWLFDOOHDGHUVZLOOEHPRUHVXFFHVVIXOLQWKHLUDFWLRQV

‡0ROGRYDLQ7UDQVLWLRQ·&,65(FRQRPLF6XUYH\1R1RYSS
6HHWKH$QQH[HV‡&RUUXSWLRQDVGULYLQJIRUFHRIWKHVKDGRZHFRQRP\·
‡/DZVXSUHPDF\HFRQRPLFUHYLWDOL]DWLRQ(XURSHDQLQWHJUDWLRQ·$FWLRQSURJUDPRIWKH*RYHUQPHQWRIWKH
5HSXEOLFRI0ROGRYDIRU&KLœLQX0DUFK
0$&52(&2120,&6&(1$5,26)25
&,65$SULO02/’29$,175$16,7,21
0$&52(&2120,&6&(1$5,26)25
7KHDXWKRUVZRXOGOLNHWRH[SUHVVWKHLUDSSUHFLDWLRQIRUFULWLFDOFRPPHQWVDQG
VXJJHVWLRQVWKH\KDYHUHFHLYHGRQWKHHDUOLHUYHUVLRQRIWKHVFHQDULRVWR0DUN+RUWRQ5HVLGHQW
5HSUHVHQWDWLYHRIWKH,0)LQ0ROGRYD
*HQHUDOGHVFULSWLRQ
7ZRVFHQDULRVZHUHHODERUDWHGIRUWKHHYROXWLRQRIWKHQDWLRQDOHFRQRP\IRUWKHSHULRG
7KH\ZHUHEDVHGXSRQSUHYLRXVO\HODERUDWHGVFHQDULRVZLWKLQWKH6WUDWHJ\IRU
’HYHORSPHQWRIWKH5HSXEOLFRI0ROGRYDIRU&,65-DQXDU\ZKLFKKDYH
EHHQXSGDWHGWRWDNHLQWRDFFRXQWWKHGUDPDWLFHYROXWLRQVDWWKHHQGRI
+HQFHWKHUHDUHSUHVHQWHGKHUH
xEDVHVFHQDULRDOVRGHILQHGDVWKHRSWLPLVWLFRUUHFRPPHQGHGVFHQDULRZKLFKDVVXPHV
WKDWWKH*RYHUQPHQWRI0ROGRYDZLOODGYDQFHHFRQRPLFUHIRUPVLQFRPSOLDQFHZLWK
DJUHHPHQWVFRQFOXGHGZLWKLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVDQGWKXVPDQDJLQJWRDYRLGD
GHIDXOWRIWKHFRXQWU\LQKRQRULQJLWVH[WHUQDOREOLJDWLRQV
xQHJDWLYHRUSHVVLPLVWLFVFHQDULRZKLFKEURDGO\UHIOHFWVWKHGHVWUXFWLYHHIIHFWVRID
PDMRUFULVLVLQWKHFRXQWU\¶VHFRQRP\IROORZHGE\DQQRXQFHPHQWRILQDELOLW\WRKRQRUWKH
H[WHUQDOREOLJDWLRQV7KLVLVLQVRPHZD\DVLPXODWLRQRIWKHVRFDOOHG‡%XOJDULDQSDWK·ZKHQ
WKHFRXQWU\LQWKHHQGFRXQWVH[FOXVLYHO\RQ:HVWHUQDVVLVWDQFHLQUHVWRULQJWKHHFRQRP\
DFFRPSDQLHGE\YHU\WRXJKPHDVXUHVRIPRQHWDU\VXSHUYLVLRQ
)RUHLJQGHEW
$VLQWKHVFHQDULRVGUDZQXSIRUWKH6WUDWHJ\IRU’HYHORSPHQWIRUWKHFXUUHQW
HVWLPDWLRQVDUHWRDODUJHH[WHQWLQIOXHQFHGE\H[WHUQDOIDFWRUVLHWKHQHFHVVLW\WRVHUYLFHWKH
H[WHUQDOGHEWIRUZKLFKODUJH
YROXPHVRIKDUGFXUUHQF\DUH
QHHGHG7KHSHDNVRIIRUHLJQ
GHEWVHUYLFLQJZLOOEHLQ
ZKHQWKHDPRXQWVQHHGHGIRU
UHSD\PHQWRILQWHUHVWDQG
SULQFLSDOIRUIRUHLJQFUHGLWV
ZLOOH[FHHGPDQGLQ
ZKHQWKHP
(XURERQGODXQFKHGLQ
PXVWEHIXOO\UHGHHPHG
$QRWKHUSUREOHPKHUHLVWKH
VLJQLILFDQWGHEWWR5XVVLDIRU
HQHUJ\UHVRXUFHV
9HU\FRPSOLFDWHGLQWKLVFRQWH[WZDVWKHVLWXDWLRQLQ0ROGRYDKDGWRUHSD\DERXW
PIRUIRUHLJQGHEWVHUYLFLQJLQFOXGLQJRQHWKLUGRILWSDLGE\WKH1%0WRWKH,0)
0RUHRYHUWKHH[WHUQDOGHEWKDVQRWEHHQHQWLUHO\VHUYLFHG–VRPHRILWVXFKDVERQGVLVVXHG
WR*D]SURPZDVQRWVHUYLFHGDWDOOZKLOHDQRWKHUSDUWZDVQHJRWLDWHGDQGUHVFKHGXOHG$QG
VLQFHGXULQJWKLVSHULRGRIWLPHWKHVWDWHUHFHLYHGQRORDQVIURPWKH,0)RUWKH:RUOG%DQN
WKH1%0KDGWR‡FRQWULEXWH·RXWRILWVUHVHUYHVWRWKHUHSD\PHQWRISULQFLSDODQGLQWHUHVWIRU
WKHORDQVUHFHLYHGIURPLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVIRUHLJQEDQNVDQGRWKHUV$WWKH
YHU\HQGRI1%0IXOO\UHGHHPHGWKHPILUVWSULYDWHSODFHPHQWLVVXHGE\WKH
*RYHUQPHQWWKURXJK0HUULOO/\QFKLQ
6WDWH 
V IR UH LJQ GHE WV HUY LF H


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%DVHSRVLWLYHVFHQDULR
&,65$SULO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,QWKHVLWXDWLRQZLOOQRWEHHDVLHUEHFDXVHWKHFRXQWU\ZLOOKDYHWRUHSD\DERXW
PIRUIRUHLJQGHEWVHUYLFLQJ7KHRQO\ZD\RXWDORQJZLWKWKHUHGXFWLRQRIWKHWUDGH
EDODQFHGHILFLWLVQHZERUURZLQJPDLQO\IURPWKH,0)DQGWKH:RUOG%DQN*URXSZKLFK
GRSURYLGHPRVWDWWUDFWLYHFUHGLWLQJ7KXVDORWUHPDLQVWREHGRQHLQLQRUGHUWR
UHJDLQWKHFRQILGHQFHRIWKHVHLQWHUQDWLRQDOILQDQFHLQVWLWXWLRQVDQGSURYHWKHFRPSOLDQFH
ZLWKSHUIRUPDQFHFULWHULD
%DVHSRVLWLYHVFHQDULR
*URVV’RPHVWLF3URGXFWLQERWKVFHQDULRV*’3LVIRUHFDVWHGZLWKRXWWDNLQJLQWRDFFRXQWWKH
VKDGRZHFRQRP\DQGH[FOXGLQJ7UDQVQLVWULD
)RUHFDVWLQJRIHYROXWLRQRI
HFRQRPLFJURZWKLQWKH5HSXEOLFRI
0ROGRYDLVYHU\GLIILFXOWWREHGRQH
EHFDXVHRIDQXPEHURIIDFWRUV7KH
PDLQLVH[WUHPHO\KLJK
LQWHUGHSHQGHQFHEHWZHHQVWDWH¶V
HFRQRPLFSROLF\DQGSROLWLFDOHYHQWV
WKDWWDNHSODFHLQWKHFRXQWU\,QWKLV
VFHQDULRZKHUHHFRQRPLFUHIRUPV¶
SURFHVVHVZLOOKDYHDVWURQJVXSSRUW
E\WKHVRFLHW\SROLWLFDOSDUWLHVDOO
H[HFXWLYHERGLHVVRPHFRQFUHWH
UHVXOWVFRXOGEHDWWDLQHGZKLFKZLOO
VHUYHDVDEDVLVIRUDQHYHQWXDOVWDEOH
HFRQRPLFGHYHORSPHQW
7KHUHDO*’3IRUHFDVWRIWKH
*RYHUQPHQWVHWLQWKH%XGJHW/DZ
IRUDQGLQWKH1%0¶VPRQHWDU\
SROLF\JXLGHOLQHVIRUSRLQWHGWR
DJURZWKLQ+RZHYHUPRVW
UHFHQWLQGLFDWLRQVDUHPRUHQHJDWLYH
7DNLQJLQWRDFFRXQWWKHHYROXWLRQVLQ
WKHHFRQRP\WHQGHQFLHVRIODVW
PRQWKVRIDQGILUVWPRQWKVRIZHUHWDNHQLQWRDFFRXQWZHIRUHFDVWLQWKLVVFHQDULR
DGHFUHDVHRIUHDO*’3IRUE\IROORZHGE\SRVLWLYH*’3JURZWKILJXUHVIRUWKH
SHULRGRIFRXQWLQJRQFKDQQHOLQJRILQYHVWPHQWLQWRWKHSURGXFWLYHVSKHUHDQG
UHODXQFKLQJRIUHDOVHFWRUHQWHUSULVHV¶SURGXFWLRQ
1RPLQDO*’3ZLOOJURZFRQWLQXRXVO\H[FHHGLQJE\HQGRIWKHOHYHORIEQOHL$W
WKHVDPHWLPHGXHWRWKHGHSUHFLDWLRQRIWKHQDWLRQDOFXUUHQF\WKHQRPLQDO*’3H[SUHVVHGLQ
86GROODUVZLOOEHGHFUHDVLQJLQDIWHUZDUGVVORZO\JURZLQJXSWRDERXWPLQ
5HVSHFWLYHO\*’3SHUFDSLWDFRXOGVWD\DWE\
6KDUHLQ*’3
LQ
(VWLPDWLRQRI
UHDOJURZWKLQ

&RQWULEXWLRQLQ
*’3JURZWK
LQ
$JULFXOWXUH   
,QGXVWU\   
6HUYLFHV   
1HWWD[HVRQJRRGVDQGLPSRUWV   
7RWDO  
5HDO*’3HYROXWLRQ








        
1RPLQDO*’3HYROXWLRQ










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       
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0$&52(&2120,&6&(1$5,26)25
&,65$SULO02/’29$,175$16,7,21
:LWKUHIHUHQFHWRWKH*’3VWUXFWXUHE\VHFWRUVLWVKRXOGEHQRWHGWKDWDJULFXOWXUHZLOOEH
LQDGHFUHDVHGXHWRWKHSURFHVVRIUHRUJDQL]DWLRQDQGSULYDWL]DWLRQWKDWLWLVXQGHUJRLQJ2I
FRXUVHWKHUHVXOWVRIWKHUHIRUPVZLOOQRWEHLPPHGLDWHO\VHHQ,QLQGXVWU\GXULQJDQGDW
WKHEHJLQQLQJRIEHFDXVHRIVKULQNDJHRIWKHGRPHVWLFPDUNHWDQGHVSHFLDOO\RIH[WHUQDO
PDUNHWVDFRQWLQXRXVGHFOLQHRISURGXFWLRQLVREVHUYHG6HUYLFHVZLOOKDYHDQXSZDUGWUHQG
GXHWRWKHH[WHQGLQJUDQJHRIVHUYLFHVLQFOXGLQJLQUXUDODUHDVUHWDLOWUDGHFRQVWUXFWLRQ
&RQWULEXWLRQLQ
*’3JURZWK
LQ
&RQWULEXWLRQLQ
*’3JURZWK
LQ
&RQWULEXWLRQLQ
*’3JURZWK
LQ
$JULFXOWXUH   
,QGXVWU\   
6HUYLFHV   
1HWWD[HVRQJRRGVDQGLPSRUWV   
7RWDO   
,QIODWLRQ
7KHDQQXDOUDWHRILQIODWLRQIRUIRUHFDVWHGE\1%0DQGVHWLQLWVPRQHWDU\SROLF\
JXLGHOLQHVIRULV7KH
HYROXWLRQRIWKHOHX¶VH[FKDQJHVKRZVD
FRQWLQXRXVGHSUHFLDWLRQZKLFKGXHWRWKH
RSHQQHVVRIWKHQDWLRQDOHFRQRP\DQGKLJK
VKDUHRILPSRUWVZKLFKLPSOLFLWO\JHQHUDWHV
FRUUHVSRQGLQJLQFUHDVHLQSULFHVLH
JURZWKRILQIODWLRQOHYHO2QWKHRWKHU
KDQGGXHWRDPRUHFRPSOLFDWHGH[SRUW
HQYLURQPHQWORFDOSURGXFHUVDUHWU\LQJWR
VHOOPRUHLQWKHGRPHVWLFPDUNHWORZHULQJ
WKHSULFHVDFFRUGLQJWRUHFHQWFKDQJHVLQ
ILVFDOOHJLVODWLRQSURGXFHUVVHOOLQJJRRGVDW
SULFHVORZHUWKDQSURGXFWLRQFRVWVDUHH[HPSWHGIURP9$77KXVGXHWRDVDWXUDWLRQRI
JRRGVLQWKHGRPHVWLFPDUNHWWKHSULFHVDUHNHSWVWDEOHRUDUHHYHQIDOOLQJWKXVWKH&3,OHYHO
LVORZ
-DQ )HE 0DU $SU 0D\ -XQ -XO $XJ 6HS 2FW 1RY ’HF 7RWDO
            
’DWDIRUWKHVWTXDUWHURIVKRZDFXPXODWLYHOHYHORILQIODWLRQRI7DNLQJLQWR
DFFRXQWWKHVHDVRQDOLW\RISULFHVZHZRXOGH[SHFWDQDOPRVWQLOLQIODWLRQOHYHOGXULQJWKH
VXPPHUZLWKDQLQFUHDVHE\HQGRIWKH\HDU7KHUHIRUHZHFRQVLGHUDPRUHUHDOLVWLFIRUHFDVWRI
IRUWKHHQG\HDULQIODWLRQZLWKDJUDGXDOGHFUHDVHLQWKHQH[W\HDUVGRZQWR
E\HQG
([FKDQJHUDWH
(YHQEHIRUHWKH5XVVLDQFULVLVEHJDQDQDODUPLQJVLJQUHSUHVHQWHGPDVVLYHVDOHVRIKDUG
FXUUHQF\E\WKH1%0DWWKH,QWHUEDQN)RUHLJQ&XUUHQF\([FKDQJH)RUWKHILUVWWLPHVLQFHWKH
LQWURGXFWLRQRIWKHQDWLRQDOFXUUHQF\1%0¶VQHWWUDQVDFWLRQVDWWKH%RXUVHZHUHQHJDWLYHIRU
PDQ\PRQWKVLQDURZGXULQJ-DQXDU\-XO\,QWRWDO1%0VROGPPRUHWKDQERXJKW
GXULQJWKLVWLPH7KHQULJKWDIWHUWKHFULVLVVWDUWHG1%0LQWHUYHQHGPDVVLYHO\DWWKH%RXUVH
GHIHQGLQJWKHOHXDQGRQO\GXULQJ$XJXVW2FWREHULWEOHZRXWDQRWKHUPRXWRILWV
UHVHUYHV7KXVWRWDOORVVHVUHDFKHGDOPRVWP+RZHYHUJURVV1%0¶VUHVHUYHVGHFUHDVHG
,QIODWLRQUDWHHQG\HDU







        
%DVHSRVLWLYHVFHQDULR
&,65$SULO02/’29$,175$16,7,21 
IURPPDWWKHEHJLQQLQJRIWRPDWHQGRIWKH\HDULHE\P7KH
GLIIHUHQFHZHUHREYLRXVO\GHEWVHUYLFHSD\PHQWV
6WDUWLQJ1RYHPEHUWKH1%0ZLWKGUHZIURPVHOOLQJKDUGFXUUHQF\DWWKH
,QWHUEDQN&XUUHQF\([FKDQJHOHWWLQJWKHFRPPHUFLDOEDQNVWRGLUHFWO\LQIOXHQFHWKHH[FKDQJH
UDWH$VDUHVXOWWKHOHXKDVGHSUHFLDWHGVKDUSO\IURPOHL86’DW1RYHPEHUWR
OHL86’DW’HFHPEHU7KHQWKHVLWXDWLRQLQWKHIRUHLJQH[FKDQJHPDUNHWKDV
VWDELOL]HGGXHWRWKH1%0¶VVWURQJHQIRUFHPHQWRIWKHUHVHUYHUHTXLUHPHQWDQG7
ELOOVKROGLQJUHTXLUHPHQWLPSRVHGWRFRPPHUFLDOEDQNV$QGIRUWKHILUVWWLPHDIWHUWKHFULVLV
WKHOHXVWDUWHGWRDSSUHFLDWHDQG1%0HYHQPDQDJHGWREX\PLQ’HFHPEHUDW-DQXDU\
WKHUDWHZDVOHL86’)XUWKHURQGHSUHFLDWLRQVWDUWHGDJDLQEXWLQDVORZSDFHE\
HQGRI0DUFKWKHH[FKDQJHUDWHZDV
OHL86’7KXVDQHZ
HTXLOLEULXPRIWKHH[FKDQJHUDWHZDV
UHDFKHGDQGWKHYLDELOLW\RI1%0¶V
QHZQRQLQWHUYHQWLRQSROLF\SURYHGWR
EHVXFFHVVIXO,WLVDGYLVDEOHWKDWWKH
SROLF\RIQRQLQWHUYHQWLRQDWWKH
,QWHUEDQN([FKDQJHIRUUDWH
VWDELOL]DWLRQWREHPDLQWDLQHGLQWKH
IXWXUHDVZHOODQGWKHPDLQFRQFHUQRI
WKHFHQWUDOEDQNPXVWEHWRDFFXPXODWH
IRUHLJQH[FKDQJHUHVHUYHVVR
GUDVWLFDOO\H[KDXVWHGLQ
$QDO\]LQJWKHHYROXWLRQRIWKHUHDOH[FKDQJHUDWHGROODUOHXLWVKRXOGEHSRLQWHGRXW
WKDWIRUWKHILUVWWLPHVLQFHWKHLQWURGXFWLRQRIWKHQDWLRQDOFXUUHQF\LQWKH0ROGRYDQOHX
KDVGHSUHFLDWHGLQUHDOWHUPVDJDLQVWWKH86GROODUE\7KLVZDVGXHWRWKHKLJKQRPLQDO
GHSUHFLDWLRQRIWKHOHXXSRQWKHGROODU86’0’/E\ZKLOHWKHLQIODWLRQUDWHZDVDW
WKHHQGRISHULRG&RQVHTXHQWO\WKHGRPHVWLFSULFHVH[SUHVVHGLQ86GROODUVKDYH
GLPLQLVKHGE\RQHWKLUG3UHYLRXVO\GXULQJWKHOHXZDVDSSUHFLDWLQJLQUHDOWHUPVE\
SHU\HDU
$VLWZDVDOUHDG\QRWLFHG
DERYH0ROGRYDKDVDVPDOODQG
RSHQHFRQRP\WRDJUHDWH[WHQW
LQIOXHQFHGE\H[WHUQDOSULFHV7KDWLV
ZK\LWLVREYLRXVWKDWLQWKHFRPLQJ
\HDUVDIXUWKHUELJGHSUHFLDWLRQLQ
UHDOWHUPVLVLPSRVVLEOHEHFDXVH
KXJHQRPLQDOGHSUHFLDWLRQRIWKH
QDWLRQDOFXUUHQF\OHDGVWRDQ
FRQVLGHUDEO\LQFUHDVHLQSULFHVLQWKH
GRPHVWLFPDUNHWJHQHUDWLQJD
UHVSHFWLYHJURZWKLQLQIODWLRQUDWH
7KLVOHYHOLQJFRXOGKDYHDVDUHVXOWDQDSSUHFLDWLRQRIOHXLQUHDOWHUPVDOWKRXJKQRWVXFKELJ
RQHDVLQSUHYLRXV\HDUVVRWKDWWKHFRPSHWLWLYHQHVVRI0ROGRYDQH[SRUWVZRXOGQRWEH
KDUPHG
,QWKHVFHQDULRWKHHQG\HDUH[FKDQJHUDWHIRULVIRUHFDVWHGDWOHL86’
ZKLFKJLYHQWKHLQIODWLRQIRUHFDVWPHDQVDGHSUHFLDWLRQLQUHDOWHUPVRIOHXDJDLQVW86’E\
,QWKHH[FKDQJHUDWHRIWKHQDWLRQDOFXUUHQF\ZLOOVWDELOL]HIXUWKHUUHDFKLQJ
OHL86’LHDUHDOGHSUHFLDWLRQE\RQO\)XUWKHURQ–WKHOHXVWDUWVWRDSSUHFLDWHLQUHDO
WHUPVE\LQDQGE\LQ%\WKHHQGWKHQRPLQDOH[FKDQJHUDWHRI
0ROGRYDQOHXDJDLQVWWKH86GROODUZLOOUHDFKDFFRUGLQJWRWKHVFHQDULROHL86’
([FKDQJHUDWHHQG\HDU


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
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([FKDQJHUDWHLQGLFHV
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         
1RPLQDO 5HDO
0$&52(&2120,&6&(1$5,26)25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&,65$SULO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7UDGHEDODQFH
7KHVFHQDULRLVEDVHGRQWKHDVVXPSWLRQWKDWH[SRUWVZLOOEHJURZLQJFRQWLQXRXVO\
ZLWKLQGXULQJUHIRUPVDUHH[SDQGLQJLQWKHUHDOVHFWRURIWKHHFRQRP\
PRUHLQYHVWPHQWVLQWRWKHSURGXFWLRQVSKHUHDUHFKDQQHOHGLQFOXGLQJ)’,HWF%XWRQO\E\
WKHOHYHORIH[SRUWVFRXOGRYHUSDVVWKHOHYHORI’XHWRQDUURZRULHQWDWLRQRI
0ROGRYDQH[SRUWVWRZDUGV&,6DQG5XVVLDQPDUNHWVWKHLUYROXPHLQUHGXFHG
GUDPDWLFDOO\DIWHUWKH5XVVLDQFULVLVE\IDOOLQJVOLJKWO\DERYHWKHYROXPHIRU,WLV
FOHDUWKDW0ROGRYD¶VH[SRUWSRWHQWLDOLVPXFKKLJKHURIDERXWPEXWDUHRULHQWDWLRQ
WRZDUGV:HVWHUQPDUNHWVZLOOQHHGVRPHWLPHDWOHDVW\HDUVDUHUHTXLUHGLQRUGHUWR
LPSURYHWKHTXDOLW\RIH[SRUWHGJRRGVWRDGRSWUHVSHFWLYHPDUNHWLQJVWUDWHJLHVDQGDWODVWEXW
QRWOHDVWUHPRYDORILQVWLWXWLRQDOEDUULHUVMRLQLQJWKH:72HWF
$VUHJDUGVWRWKHLPSRUWVLW
VKRXOGEHPHQWLRQHGWKDWXQGHUWKH
FLUFXPVWDQFHVRIH[SRUWUHGXFWLRQLQ
WKHLPSRUWGHFUHDVHGDVZHOOE\
RYHUEHFDXVHWKHFRXQWU\
ODFNLQJIRUHLJQH[FKDQJHFRXOGQRW
ILQDQFHWKHLPSRUWVDWWKHOHYHORI
SUHYLRXV\HDU$SDUWIURPDIROG
VKULQNDJHLQLPSRUWRIHQHUJ\
UHVRXUFHVEHFDXVH0ROGRYDMXVWFRXOG
QRWSD\DOVRWKHUHZDVDUHGXFWLRQRI
KXJHLPSRUWVRIFRQVXPHUJRRGV
)URPWKHVDPHSHUVSHFWLYHZH
IRUHFDVWDIXUWKHUUHGXFWLRQRILPSRUWV
LQDVZHOOE\HVSHFLDOO\VKDUHRIHQHUJ\LPSRUWV2QO\DIWHUDQLQFUHDVHLQ
LPSRUWVLVIRUHVHHQE\HVSHFLDOO\LPSRUWVRIHTXLSPHQWWHFKQRORJ\HWFZKLFKFRXOG
EHILQDQFHGE\)’,JURZLQJDVZHOO
&XUUHQWDFFRXQWRI%DODQFHRI3D\PHQWV
7KHVFHQDULRDVVXPHVWKDWWKHFXUUHQWDFFRXQWGHILFLWZLOOJUDGXDOO\GLPLQLVKVKRZLQJD
UHGXFWLRQE\WLPHVLQFRPSDULQJIURPPWRDERXWPRUVSHDNLQJ
DERXWUDWLRVWR*’3WKHUHGXFWLRQZRXOGEHIURPWR
$VIDFWRUVFRQWULEXWLQJWRWKLVHYROXWLRQDUHDVLWFDQEHVHHQLQWKHDQQH[HGWDEOHVWUDGH
EDODQFHUHGXFWLRQE\DERXWPLQDJDLQVWWKHVLWXDWLRQLQUHGXFWLRQ
RIVHUYLFHVEDODQFHGHILFLWHVSHFLDOO\WUDQVSRUWDWLRQLQFOXGLQJLPSRVLQJDQDSSURSULDWHWD[RQ
WUDQVLWRIHQHUJ\UHVRXUFHVWKURXJKWKHWHUULWRU\RI0ROGRYDDQGLQFUHDVHLQFXUUHQWWUDQVIHUV
LQFOXGHGKHUHDUHJUDQWVWKDWWKHFRXQWU\UHFHLYHVDQGLQFRPHRI0ROGRYDQFLWL]HQVZRUNLQJ
DEURDG
&DSLWDODQGILQDQFLDODFFRXQW
)RUHLJQGLUHFWLQYHVWPHQWV
7DNLQJLQWRDFFRXQWEXGJHWDU\DQGH[WHUQDOFRQVWUDLQWVLWLVREYLRXVWKDWXQGHUVXFK
FRQGLWLRQVLQWHUQDOLQYHVWPHQWVDUHJUHDWO\DIIHFWHG$VLWZDVPHQWLRQHGLQWKHVFHQDULRV
SUHSDUHGIRUWKH6WUDWHJ\IRU’HYHORSPHQWWKHFRXQWU\KDYLQJVFDUFLW\RIILQDQFLDOUHVRXUFHV
KDVDFRQWLQXRXVGHFOLQHLQJURVVLQWHUQDOLQYHVWPHQWLQFOXGLQJLQYHVWPHQWLQSURGXFWLRQ
IDFLOLWLHV7KHUHIRUHWKHRQO\KRSHIRUUHYLWDOL]LQJSURGXFWLRQVDQGLQFUHDVLQJFRPSHWLWLYHQHVV
UHPDLQVWKHIORZRIIRUHLJQLQYHVWPHQWV(VSHFLDOO\ZKHQLQWHUQDOVDYLQJVDUHFRQWLQXRXVO\
GHFUHDVLQJZKLFKLVRQHRIWURXEOHVRPHWHQGHQFLHVWDNLQJSODFHLQWUDQVLWLRQHFRQRPLHV
’LUHFWLQYHVWPHQWVZLOOKDYHLQWKLVVFHQDULRDVWHDG\JURZWK:HIRUHFDVWIRU\HDU
DIORZRI)’,RIPZLWKDJUDGXDOLQFUHDVHIXUWKHURQ$OVRZHFRXQWDORWRQWKH
7UDGHEDODQFH
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%DVHSRVLWLYHVFHQDULR
&,65$SULO02/’29$,175$16,7,21 
SURMHFWVRIVWUDWHJLFREMHFWLYHVSULYDWL]DWLRQZKLFKFRXOGDGGLWLRQDOO\EULQJPLQLQ
WKLVRSWLPLVWLFVFHQDULRDVDUHVXOWRI0ROGWHOHFRPSULYDWL]DWLRQDQGDERXWPGXULQJ
REWDLQHGIURPSULYDWLRQRIHQHUJ\VHFWRUDOWKRXJKDERXWKDOIRIWKLVDPRXQWFRXOG
JRIRUUHSD\PHQWRIGHEWVIRUHQHUJ\UHVRXUFHVGHOLYHUHGE\5XVVLD7KXVE\HQGWKH
VWRFNRIIRUHLJQGLUHFWLQYHVWPHQWVFRXOGUHDFKDERXWEQ
5HIHUULQJWRVRPHSULRULW\VHFWRUVIRUXSFRPLQJ)’,LQIORZVWKHIROORZLQJGLUHFWLRQV
FDQEHIRUHVHHQLPRQRSROLVWLFVHFWRUVVXFKDVWHOHFRPLQGXVWU\DQGHQHUJ\VHFWRULL
SURFHVVLQJLQGXVWU\EDVHGXSRQORFDOUDZPDWHULDOVLLLDIWHUHQWHULQJWKH:72DQGVLJQLQJRI
)7$ZLWK(8FRXQWULHVDLPSRUWDQWIORZRI)’,ZRXOGJRLQWRWKHOLJKWLQGXVWU\
FORWKLQJWH[WLOHVVKRHV
3RUWIROLRLQYHVWPHQWV
,QWKLVLWHPWKHUHDUHLQFOXGHG0ROGRYDQVHFXULWLHV7%LOOVDQG7%RQGVDVZHOODV
FRUSRUDWHVWRFNDFTXLUHGE\QRQUHVLGHQWVDVZHOODVWKHLUVHUYLFLQJ$OVRKHUHDUHLQFOXGHG
SULYDWHSODFHPHQWVRIVHFXULWLHVLVVXHGE\WKH*RYHUQPHQWRI0ROGRYDRQH[WHUQDOFDSLWDO
PDUNHWVLQWKHILUVW(XURERQGPZDVODXQFKHGZKLFKZDVUHGHHPHGLQDQG
LQWKHVHFRQG(XURERQGPZKLFKPXVWEHUHGHHPHGLQ
,QWKHILJXUHIRUDQDPRXQWRI86PZDVLQFOXGHGZKLFKZHUHLQIDFW
VHFXULWLHVRIWKH0LQLVWU\RI
)LQDQFHLQIDYRURI5XVVLDQ
FRPSDQ\‡*D]SURP·IRUJDV
GHEWUHVWUXFWXULQJ,QWKH
*RYHUQPHQWRI0ROGRYDWULHG
WRQHJRWLDWHUHVWUXFWXULQJRI
DQRWKHUPLQVHFXULWLHVEXW
WKLVWUDQVDFWLRQLQWKHHQGKDV
QRWEHHQDSSURYHGE\
‡*D]SURP·KRZHYHUWKLV
ILJXUHLVLQFOXGHGLQ
ILJXUHV
$QRWKHUDVSHFWLVOLQNHGZLWKWKHIDFWWKDWDIWHUWKH5XVVLDQFULVLVIRUHLJQSRUWIROLR
LQYHVWRUVKDGPDVVLYHO\ZLWKGUDZQWKHLULQYHVWPHQWVLQVWDWHVHFXULWLHV0RVWLQYHVWRUV
UHGHHPHGWKHLU7%LOOVDQG7%RQGVLPPHGLDWHO\FRQYHUWLQJWKHOHLUHFHLYHGLQWRGROODUV,Q
WKLVZD\E\HQGRIDERXWPOHIWWKHFRXQWU\,WLVKDUGWREHOLHYHWKDWWKHVH
LQYHVWPHQWVZLOOUHWXUQVRRQLQWRWKHFRXQWU\LQDQ\FDVHWKRXJKWKLVZLOOJUHDWO\GHSHQGRQ
FRXQWU\¶VSRVLWLYHHYROXWLRQVLQWKHHFRQRPLFUHIRUPVDQGVXEVHTXHQWUDWLQJDJHQFLHV¶UHSRUWV
7KHVFHQDULRGUDZVWKHILJXUHRIPLQ7%LOOVLQYHVWPHQWVIRUZLWKDIROGLQFUHDVHXS
WR
/RQJDQGPHGLXPWHUPORDQV
$VSHFLILFIHDWXUHRIWKHRSWLPLVWLFVFHQDULRLVWKDWWKHFRXQWU\ZLOOIXOO\EHQHILWIURPWKH
VXSSRUWRILQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVKRZHYHUWKLVVXSSRUWZLOOEHFRQGLWLRQHGE\
0ROGRYD¶VFRPSOLDQFHZLWKPHPRUDQGXPVFRQFOXGHGZLWK,0)DQG:RUOG%DQN
7KHUHIRUHHVSHFLDOO\EHFDXVHWKHUHZLOOEHQHHGHGFRQVLGHUDEOHILQDQFLDOUHVRXUFHVIRU
KRQRULQJWKHREOLJDWLRQVWRZDUGIRUHLJQFUHGLWRUVDQGIRURYHUFRPLQJILQDQFLDOSUREOHPVLQWKH
SHULRGRIDFWLYHLPSOHPHQWDWLRQRIVWUXFWXUDOUHIRUPVZHIRUHFDVWIRUWKHSHULRGDQ
DQQXDOIORZRIPRIQHZERUURZLQJWKDWWKHFRXQWU\ZLOOEHQHILWIURPHVSHFLDOO\IURP
:RUOG%DQNWKHUHPDLQLQJSDUWRI6$/WKHXSFRPLQJQHZORDQ6$&DQGRWKHUORDQVIURP
(%5’(XURSHDQ8QLRQDQGRWKHUFUHGLWRUV$OVRDQLPSRUWDQWUROHZLOOKDYHWKHSULYDWH
FUHGLWRUVSURYLGLQJDQRWKHU86PSHU\HDU
&DSLWDODQGILQDQFLDODFFRXQW



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’LUHFWLQYHVWPHQW
1HWSRUWIROLRLQYHVWPHQW
0HGLXPDQGORQJWHUPORDQVQHW
0$&52(&2120,&6&(1$5,26)25
&,65$SULO02/’29$,175$16,7,21
,WVKRXOGEHQRWHGKHUHWKDWWKHVKDUHRIORDQVUHFHLYHGIRUSULYDWHVHFWRUVXSSRUWZLOOEHULVLQJ
FRQWLQXRXVO\ZKLOHWKHDPRXQWRIFUHGLWVJUDQWHGWRWKH*RYHUQPHQWRI0ROGRYDZLOO
UHVSHFWLYHO\GLPLQLVK
$YHU\LPSRUWDQWUROHDUHKDYLQJFUHGLWVSURYLGHGE\,0)WRWKH1%0IRUFRPSOHWLQJWKH
IRUHLJQH[FKDQJHUHVHUYHV,Q-DQXDU\,0)JUDQWHGDQHZ())WUDQFKHRIPEULQJLQJ
WKHWRWDODPRXQWGLVEXUVHGZLWKLQ
())WRDSSUR[LPDWHO\P7KH
([HFXWLYH%RDUGRIWKH,0)DOVR
DJUHHGLQ-DQXDU\WRH[WHQGWKH())
E\RQH\HDUZLWKILYHGLVEXUVHPHQWV
RIPWKUHHRIWKHPWREH
JUDQWHGLQDQGDVL[WKRIP
SODQQHGRYHUWKHUHPDLQLQJ
PRQWKVRIWKHSURJUDP7KH,0)DQG
WKH0ROGRYDQDXWKRULWLHVZLOOEHJLQ
GLVFXVVLRQVLQODWH$SULORQDQHZ
(6$)SURJUDPZKLFKSURYLGHVIRU
PRUHFRQFHVVLRQDOWHUPVLQRUGHUWR
UHSODFHWKH())SURJUDPDQGSHUKDSV
SURYLGHDGGLWLRQDO,0)VXSSRUW
$WWKHVDPHWLPHFRQVLGHUDEOHDPRXQWVRIIRUHLJQH[FKDQJHZLOOEHQHHGHGIRUVHUYLFLQJ
RIIRUHLJQGHEWUHSD\PHQWRISULQFLSDODQGLQWHUHVWIRUWKHSUHYLRXVO\UHFHLYHGORDQV%XWWKLV
YHU\DVSHFWKDVEHHQDOUHDG\DQDO\]HGDWWKHEHJLQQLQJRIWKLVFKDSWHU
1%0¶VIRUHLJQH[FKDQJHUHVHUYHV
$VLWZDVPHQWLRQHGDOUHDG\RQHRIWKHPDLQSULRULWLHVRIWKH1%0XQGHUWKHQHZ
FLUFXPVWDQFHVZLOOEHEXLOGLQJXSIRUHLJQH[FKDQJHUHVHUYHV,QWKLVFRQWH[WWKHVLWXDWLRQLQ
ZLOOUHPDLQFRPSOLFDWHGEHFDXVHLQVSLWHRIQHZWUDQFKHVIURP,0)ZKLFKLQWKLVRSWLPLVWLF
VFHQDULRZLOODFFRXQWIRUDERXWP1%0KDVWRSD\EDFNWR,0)DERXWPSOXVVRPH
RWKHUH[WHUQDOREOLJDWLRQV’XULQJ1%0FRXOGDOVRFRPSOHWHLWVUHVHUYHVE\DERXWP
SXUFKDVLQJIRUHLJQFXUUHQF\LQWKHPDUNHW,QWKHQH[W\HDUVWKHVLWXDWLRQZLOOEHEHWWHUEHFDXVH
RQRQHKDQGWKHUHVHUYHVZLOOLQFUHDVH
E\DERXWPSHU\HDURXWRI,0)
IXQGVDQGRQWKHRWKHUKDQGE\
PSHU\HDURXWRIGLUHFW
FRQYHUVLRQVRIIRUHLJQH[FKDQJH
UHFHLYHGE\WKHJRYHUQPHQW
SULYDWL]DWLRQUHYHQXHVIRUHLJQORDQV
DVZHOODVRXWRISXUFKDVHVRIIRUHLJQ
H[FKDQJHLQWKHLQWHUEDQNPDUNHW
7KXVWKHVFHQDULRVKRZVWKDWE\
HQG1%0¶VWRWDOIRUHLJQ
H[FKDQJHUHVHUYHVZLOOLQFUHDVHWR
PFRYHULQJPRQWKVRI
LPSRUWVRIJRRGVDQGVHUYLFHV
FRPSDULQJWRPRQWKVLQ,QJURVVUHVHUYHVZLOOUHDFKWKHOHYHORIP
DQGLQWKH\ZLOOVXUSDVVWKHPPDUN%\HQGWKHUHVHUYHVZLOOUHDFKPDQ
LQFUHDVHE\WLPHVFRPSDULQJWRFRYHULQJPRQWKVRILPSRUWVRIJRRGVDQG
VHUYLFHV7KHVWUXFWXUHRIUHVHUYHVZLOODOVRLPSURYHDWHQGQHWUHVHUYHVFRXOGH[FHHG
PPDNLQJXSRIJURVVUHVHUYHVFRPSDULQJWRWKHILJXUHRIDWHQG
)RUHLJQGHEW
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7RWDO1%0
V IRUHLJQH[FKDQJH UHV HUY
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%DVHSRVLWLYHVFHQDULR
&,65$SULO02/’29$,175$16,7,21 
0RQHWDU\DJJUHJDWHV
7KHYROXPHRIOHLLQFLUFXODWLRQ0ZLOOJUDGXDOO\LQFUHDVHLQRUGHUWRVDWLVI\WKHQHHGV
RIWKHHFRQRP\LQFDVK$OVRLI
1%0EX\VKDUGFXUUHQF\LQWKH
PDUNHWWKHQDQHTXLYDOHQW
DPRXQWLQOHLLVLQWURGXFHGLQ
FLUFXODWLRQWKHUHIRUHDORQJZLWK
WKHLQFUHDVHRIWKH1%0¶V
IRUHLJQH[FKDQJHUHVHUYHVWKH
YROXPHRI0ZLOODOVRJURZ
SUHVXPDEO\UHDFKLQJEQOHLE\
HQGDWLPHVJURZWK
FRPSDULQJWR%DVHPRQH\
JURZVDWVLPLODUSDFHZKLOH
UHVHUYHUHTXLUHPHQWRIFRPPHUFLDOEDQNVZLOOJUDGXDOO\FRPHGRZQDJDLQWRIURPH[LVWLQJ
EHFDXVHWKHH[FHVVRIUHVHUYHVUHSUHVHQWLQHUWILQDQFLDOUHVRXUFHVZKLFKDUHQRWFKDQQHOHG
LQWKHIRUPRIEDQNV¶FUHGLWLQYHVWPHQWV
%URDGPRQH\0LVHTXDOWRFDVKLQFLUFXODWLRQSOXVGHSRVLWVVLJKWWLPHDQGIRUHLJQ
FXUUHQF\GHSRVLWVZLWKEDQNLQJV\VWHP%\HQGEURDGPRQH\FRXOGUHDFKDFFRUGLQJWR
WKHVFHQDULREQOHLLHZLOOH[FHHGE\WLPHVWKHOHYHORI9HORFLW\RI0ZLOO
UHGXFHIURPLQWRLQ
UHIOHFWLQJWKHLQFUHDVHLQ
PRQHWL]DWLRQRIQDWLRQDOHFRQRP\
IURPWR
0RQH\PXOWLSOLHULHWKHUDWLR
RIEURDGPRQH\WRUHVHUYHPRQH\
ZLOOJUDGXDOO\LQFUHDVHIURPLQ
WRLQUHIOHFWLQJ
JURZWKRIFRQILGHQFHRISRSXODWLRQ
DQGHFRQRPLFDJHQWVLQEDQNLQJ
V\VWHP7KHVHFXULW\LQEDQNLQJ
VHFWRUZLOOEHLQFUHDVLQJWKHUROHRI
FRPPHUFLDOEDQNVDVGHSRVLWRU\
LQVWLWXWLRQVZLOOJURZDQGUHVSHFWLYHO\WKHYROXPHRIFUHGLWLQYHVWPHQWVLQFRXQWU\¶VHFRQRP\
ZLOOH[SDQG
/RRNLQJLQWRWKHVWUXFWXUHRIGHSRVLWVLWVKRXOGEHQRWHGWKDWWKHGROODUL]DWLRQUDWLR
VKDUHRIIRUHLJQH[FKDQJHGHSRVLWVLQWRWDOJUHZIURPLQWRLQ
LQIOXHQFHGE\HYHQWVZKLFKIROORZHGWKH5XVVLDQFULVLV,QGROODUL]DWLRQUDWLRZLOOUHDFK
DFFRUGLQJWRWKHVFHQDULRWKHSRSXODWLRQSUHIHUULQJLQDGHYDOXDWLRQHQYLURQPHQWWR
KROGIRUHLJQFXUUHQF\GHSRVLWV+RZHYHUDORQJZLWKWKHVWDELOL]DWLRQRIWKHQDWLRQDOFXUUHQF\
DQGRIWKHPDFURHFRQRPLFHQYLURQPHQWLQJHQHUDOGXULQJWKHQH[WSHULRGWKHGROODUL]DWLRQRI
GHSRVLWVZLOOVWDUWWRGHFUHDVHJUDGXDOO\UHDFKLQJLQ
6WDWHEXGJHW
8QGHUWKHRSWLPLVWLFVFHQDULRRIGHYHORSPHQWRIHFRQRP\DVVXPSWLRQVZHUHPDGHWKDW
WKHOHJDOHQYLURQPHQWLVFUHDWHGDORQJZLWKUHVSHFWLYHVWLPXODQWVIRUWKHGHYHORSPHQWRI
SULYDWHVHFWRURIHQWUHSUHQHXULDOLQLWLDWLYHIUHHFRPSHWLWLRQSULFHVDUHVHWXSDFFRUGLQJWR
WKHVXSSO\DQGGHPDQG$OOWKHVHZLOOILQDOO\UHVXOWLQDGLPLQLVKLQJRIWKHUROHRIVWDWHLQ
QDWLRQDOHFRQRP\0RVWVHUYLFHVIRUSRSXODWLRQZRXOGEHSURYLGHGE\SULYDWHVHFWRUDQG
VKDUHRISXEOLFILQDQFLDOIORZVZLOOFRQWLQXRXVO\GHFUHDVH
(YROXWLRQRIEURDGPRQH\
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0$&52(&2120,&6&(1$5,26)25
&,65$SULO02/’29$,175$16,7,21
)RUHFDVWRIWKHVHFWRUV¶GHYHORSPHQWRIWKHHFRQRP\*’3IRUHFDVWHYROXWLRQRI
LQIODWLRQLQWHJUDWLRQRIQDWLRQDOHFRQRP\LQWRWKHLQWHUQDWLRQDOHFRQRPLFUHODWLRQVDWDZLGHU
VFDOHDOORZXVWRIRUHFDVWDUHODWLYHVWDEOHHYROXWLRQRIEXGJHWDU\V\VWHP
$ORQJZLWKRSWLPL]DWLRQDQGUDWLRQDOL]DWLRQRISXEOLFLQIUDVWUXFWXUHWKHUHIRUPRIWKH
ILVFDOV\VWHPZLOOEHLPSOHPHQWHGRQEDVLVRIWKH&RQFHSWRI)LVFDO5HIRUPLQWKH5HSXEOLFRI
0ROGRYD
$VDUHVXOWRIWKHLPSOHPHQWHGDFWLRQVWKHEXGJHWGHILFLWZLOOFRQWLQXRXVO\UHGXFHWR
DERXWPLOOLRQOHLLQUHDFKLQJRI*’3FRPSDULQJWRLQ$OUHDG\
VWDUWLQJZLWK\HDUWKHFRXQWU\ZLOOKDYHDEXGJHWVXUSOXVRI
2SWLPLVWLFVFHQDULRIRUHVHHVXQGHUFRQGLWLRQVRIFRQVLVWHQWDQGDGHTXDWHUHIRUPVD
UHGXFWLRQRIWHQVLRQVLQILQDQFLDOVHFWRUHVSHFLDOO\LQEXGJHWVHFWRUDIWHU\HDU
$PRQJNH\PRPHQWVWREHUHDOL]HGWKHIROORZLQJRQHVFDQEHHPSKDVL]HG
xUHGXFWLRQRIVKDGRZHFRQRP\DQGFRUUXSWLRQLQQDWLRQDOHFRQRP\
xILVFDOUHIRUPDQGFRPSOH[LPSOHPHQWDWLRQRI)LVFDO&RGH
xUHGXFWLRQRIJHQHUDOILVFDOEXUGHQWKURXJKHOLPLQDWLRQRIILVFDOH[HPSWLRQVIRUVRPH
EUDQFKHVRIWKHHFRQRP\DQGRILQGLYLGXDOH[HPSWLRQVHOLPLQDWLRQRIILQDQFLDOEORFNDJHVRI
WKHHFRQRPLFHQWLWLHV¶DFWLYLWLHV
x UHVWUXFWXULQJDQGSULYDWL]DWLRQRIHQHUJ\VHFWRUWKHPDLQVHFWRUZKLFKJHQHUDWHV
SUHVVXUHRQWKHEXGJHW
xLPSOHPHQWDWLRQRIVRFLDOSURWHFWLRQDQGPHGLFDOV\VWHPUHIRUPV
xRSWLPL]DWLRQRIVWDWH¶VLQIUDVWUXFWXUH
xHQVXULQJWKHWUDQVSDUHQF\RISXEOLFSXUFKDVHV
’LPLQLVKLQJEXGJHWUHYHQXHDQGH[SHQGLWXUHDVDSHUFHQWDJHRI*’3UHIOHFWWKHW\SLFDO
VLWXDWLRQRIDWUDQVLWLRQHFRQRP\LILVFDOEXUGHQRQHFRQRPLFDJHQWVDQGLQGLYLGXDOVVKRXOGEH
GHFUHDVLQJIRUWKHSXUSRVHRIVWLPXODWLQJDIXUWKHUHFRQRPLFJURZWKLLUHGXFWLRQRIWKHUROHRI
VWDWHLQHFRQRP\WKURXJKDSSO\LQJDIXQFWLRQRIVXSHUYLVLRQRIFRPSOLDQFHZLWKOHJDO
IUDPHZRUNDQGDOLPLWHGIXQFWLRQRIUHGLVWULEXWLRQRIQDWLRQDODVVHWV
%XGJHWGHILFLWHYROXWLRQ
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3HUFHQWRI*’3
,QHUWLDOSHVVLPLVWLFVFHQDULR
&,65$SULO02/’29$,175$16,7,21 
,QHUWLDOSHVVLPLVWLFVFHQDULR
$VLWZDVVWUHVVHGRXWDOVRLQWKHVFHQDULRVHODERUDWHGZLWKLQWKH6WUDWHJ\IRU
’HYHORSPHQWDYHU\LPSRUWDQWUROHKDVWKHFRQWLQXDWLRQRIQRUPDOUHODWLRQVRI
FROODERUDWLRQEHWZHHQ0ROGRYDDQGLQWHUQDWLRQDOILQDQFLDORUJDQL]DWLRQVZKLFKDUHDOVR
FRXQWU\¶VPDLQFUHGLWRUV
,IWKH*RYHUQPHQWRI0ROGRYDFRQWLQXHVWRLJQRUH,0)	:%UHFRPPHQGDWLRQV
UHJDUGLQJVWUXFWXUDOUHIRUPVLQUHDOVHFWRUWKH\FRXOGVHULRXVO\UHVWULFWWKHLUILQDQFLDO
VXSSRUW7KLVVWHSFRXOGPHDQIRU0ROGRYDDQDFFHOHUDWLRQRIHFRQRPLFLQVWDELOLW\DQG
H[WUHPHSROLWLFDOSUHVVXUHV
,WFRXOGEHDUHSHWLWLRQRI%XOJDULDQFDVHEXWZLWKDPRUHKDUPIXOLPSDFWRQ
0ROGRYDZKRVHHFRQRPLFUHVRXUFHVDUHIDUOHVVWKDQWKRVHRI%XOJDULD7KXVLWLVYHU\
LPSRUWDQWWRDYRLGWKHSHVVLPLVWLFVFHQDULREHFDXVHWKHSULFHWKDWWKHFRXQWU\ZLOOKDYH
WRSD\RULWVSRSXODWLRQZKLFKZLOOKDYHWREHDULWFRXOGEHPXFKWRRKLJK
7KHPDLQLGHDRIWKLVVFHQDULRLVWKHFRQWLQXDWLRQRIGHSUHVVLRQLQ5XVVLDZKLFK
KDVDQDGYHUVHLQIOXHQFHRQWKHVLWXDWLRQLQ0ROGRYD$OVRWKHUHLVDQLQDELOLW\RIWKH
JRYHUQPHQWWRSXWLQSODFHWKHQH[WHFRQRPLFUHIRUPVRULQVXIILFLHQF\RIHIIRUWVWR
LPSOHPHQWWKHP$VDUHVXOWDOOPDFURHFRQRPLFLQGLFDWRUVDUHZRUVHQLQJDQGWKH
FRXQWU\ORRVHVDQRWKHUVHYHUDOYDOXDEOH\HDUVRILWVGHYHORSPHQW
7KHFULVLVFRXOGRFFXUDOUHDG\LQLQWKHIRUWKTXDUWHUZKHQLWPD\EHFRPH
REYLRXVWKDWLWLVQRWSRVVLEOHWRVHUYLFHWKHIRUHLJQGHEWEHFDXVHRIVFDUFLW\RIKDUG
FXUUHQF\7KDWLVZK\ZHIRUHFDVWLQWKLVVFHQDULRWKDWEHFRPHVWKH\HDUZKHQWKH
*RYHUQPHQWDQQRXQFHVDGHIDXOWRIWKHFRXQWU\LHWKHLQFDSDFLW\WRVHUYLFHWKHIRUHLJQ
GHEWIUHH]LQJDOOFRXQWU\¶VSD\PHQWREOLJDWLRQV
$‡%XOJDULDQFDVH·KDSSHQVEXWZLWK‡0ROGRYDQVSHFLILFV·2QRQHKDQGILQDQFLDO
DVVLVWDQFHSURJUDPVRIWKH,0)DQG:RUOG%DQNDUHVWRSSHGGXHWRWKHQRQFRPSOLDQFH
E\WKH*RYHUQPHQWZLWKWKHFRQFOXGHGDJUHHPHQWVDQGRQWKHRWKHUKDQGLWEHFRPHV
LPSRVVLEOHWRJHWQHZERUURZLQJIURPSULYDWHFDSLWDOPDUNHWVDEURDGEHFDXVHRIWKH
GRZQJUDGHGFRXQWU\¶VFUHGLWUDWLQJ1HJRWLDWLRQVZLWKLQWHUQDWLRQDOILQDQFLDO
RUJDQL]DWLRQVIROORZDQGILQDOO\WKHODWWHUZRXOGJUDQWWKHQHHGHGDVVLVWDQFHEXWWKH\
ZLOOFHUWDLQO\LPSRVHVHYHUHFRQGLWLRQVIRULPSOHPHQWDWLRQRIWKHSURSRVHGUHIRUPV
,QWKHHQGWKHSRSXODWLRQVXIIHUVPRVW–VRFLDOLQGLFDWRUVZRUVHQDUUHDUVRQ
VDODULHVDQGSHQVLRQVUHDFKFULWLFDOYDOXHVXQHPSOR\PHQWULVHVWKHOHYHORIOLIHIDOOV
GUDPDWLFDOO\DQGWKHSHRSOHEHFRPHSRRUHU
0$&52(&2120,&6&(1$5,26)25
&,65$SULO02/’29$,175$16,7,21
0DLQPDFURHFRQRPLFLQGLFDWRUV
*OREDO’RPHVWLF3URGXFW
$IWHUWKHVOXPSLQWKH
GHFOLQHLQFRXQWU\¶VHFRQRP\
FRQWLQXHV–DFFRUGLQJWRWKH
VFHQDULRUHDO*’3IDOOVLQE\
DQRWKHUDQGLQE\
PRUH2EYLRXVO\VXFKDQHYROXWLRQ
RIWKHHFRQRP\DFFRPSDQLHGE\D
VKDUSGLPLQLVKLQJRISRSXODWLRQ¶V
VWDQGDUGRIOLYLQJFDQQRWODVW
$IWHU\HDUDVORZHFRQRPLF
UHFRYHU\SURFHVVVWDUWVLQWKH
FRXQWU\H[SUHVVHGE\RI
DQQXDOUHDO*’3JURZWKLQ
DQGLQ*’3SHUFDSLWD
ZLOOUHDFKRQO\LQ
FRPSDULQJWRLQWKH
RSWLPLVWLFVFHQDULR
,QIODWLRQ
$VLWZDVDOUHDG\PHQWLRQHG
WKHFRXQWU\ZLOOXQGHUJRDQDFXWH
VFDUFLW\RIILQDQFLDOUHVRXUFHV
ZKLFKZLOOLQHYLWDEO\OHDGWRQHZLVVXDQFHRIPRQH\LQFLUFXODWLRQIRU*RYHUQPHQWFUHGLWLQJ
LPSRVHGRQWKH1%0LHWRDQLQFUHDVHRILQIODWLRQUDWH,QIDFWLWLVFOHDUWKDWWKHSULFHV
ZRXOGJRXSYHU\PXFKDOVR
EHFDXVHRIWKHGHSUHFLDWLRQRI
WKHQDWLRQDOFXUUHQF\%\HQG
FULVLV\HDUWKHLQIODWLRQ
FRXOGUHDFKDFFRUGLQJWRWKH
VFHQDULRDERXW,QWKH
IROORZLQJ\HDUVDIWHUUHVWRULQJ
FROODERUDWLRQZLWK,0)DQG
:RUOG%DQNZHIRUHVHHD
WHQGHQF\RIJUDGXDOUHGXFWLRQLQ
LQIODWLRQUDWHWRE\HQG
7KLVZRXOGH[SUHVVWKHVXFFHVVRIWKH&HQWUDO%DQNLQLPSOHPHQWLQJWKHWLJKWPRQHWDU\
SROLF\VXSSRUWHGE\WKH,0)
([FKDQJHUDWH
2QHRIWKHQHJDWLYHDVSHFWVRIWKHFULVLVKHUHLVPDVVLYHGHSUHFLDWLRQRIWKHQDWLRQDO
FXUUHQF\DFFRPSDQLHGE\SDQLFDQGFDSLWDOIOLJKW
5HDO*’3HYROXWLRQ
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,QHUWLDOSHVVLPLVWLFVFHQDULR
&,65$SULO02/’29$,175$16,7,21 
$FFRUGLQJWRWKLV
VFHQDULRLQ2FWREHU
WKHOHXPDVVLYHO\
GHSUHFLDWHVE\LQ
QRPLQDOWHUPVDJDLQVWWKH
86GROODU7KHPRQWKO\
HYROXWLRQRIWKHH[FKDQJH
UDWHFDEEHVHHQLQWKH
WDEOHEHORZ
-DQ )HE 0DU $SU 0D\ -XQ -XO $XJ 6HS 2FW 1RY ’HF
           
           
$VDUHVXOWWKHHQG\HDUH[FKDQJHUDWHJRHVWROHL86’ZKLFKUHSUHVHQWVDQRPLQDO
GHSUHFLDWLRQE\LQGROODUWHUPV7KLVH[FKDQJHUDWHHYROXWLRQZLOOOHDGWRLQFUHDVHLQ
SULFHVVRWKDWLQUHDOWHUPVWKHOHXFRXOGGHSUHFLDWHDWHQGE\DJDLQVWWKH86GROODU
,QWKHQH[W\HDUDGHSUHFLDWLRQLQUHDOWHUPVLVQRORQJHUSRVVLEOHEHFDXVHRIWKH
WHQGHQF\RISULFH
OHYHOLQJHVSHFLDOO\DIWHU
WKHVKDUSUHGXFWLRQLQ
ORFDOSULFHVGXULQJ
LQ86’WHUPV,Q
WKHVFHQDULRVKRZV
DOUHDG\DQDSSUHFLDWLRQ
LQUHDOWHUPVRIOHX
DJDLQVWWKHGROODU–E\
WKHH[FKDQJHUDWH
VKRZLQJDUHODWLYH
VWDELOL]DWLRQ,Q
WKHUHDO
DSSUHFLDWLRQZLOOEHZLWKLQ7KXVE\HQGWKHQRPLQDOHQG\HDUUDWHFRXOGEHDERXW
OHLSHU86’
7UDGHEDODQFH
’XHWRWKHFRPSOLFDWHG
VLWXDWLRQRQWKHPDFURDQGPLFUR
OHYHOODFNRIIRUHLJQGLUHFW
LQYHVWPHQWVDQGRIEXVLQHVV
FRQILGHQFHLWLVFOHDUWKDW
FRXQWU\¶VH[SRUWSRWHQWLDOZLOOEH
GLPLQLVKHG,QZHIRUHFDVW
XQGHUWKLVVFHQDULRDGHFOLQHLQ
H[SRUWVZLWKDQRWKHUDIWHUWKH
UHGXFWLRQLQ$QGLQWKH
QH[W\HDUVDOWKRXJKH[SRUW
JURZWKUDWHVZLOOEHSRVLWLYHWKH\
DUHVWLOOTXLWHPRGHVWFRPSDULQJWR
WKHHYROXWLRQVLQWKHRSWLPLVWLF
VFHQDULR
([FKDQJHUDWHHQG\HDU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0$&52(&2120,&6&(1$5,26)25
&,65$SULO02/’29$,175$16,7,21
$OVRZHIRUHVHHDGHFOLQHLQLPSRUWVE\DERXWLQDIWHUWKHUHGXFWLRQ
LQ$JDLQWKHFDXVHLVLQODFNRIUHVRXUFHVIRULPSRUWVILQDQFLQJ6WDUWLQJZLWK\HDU
ZHIRUHFDVWDQLQFUHDVHLQLPSRUWVFDXVHGE\WKHIORZRI)’,WKRXJKDPRGHVWRQHZKLFK
EULQJLPSRUWRIWHFKQRORJ\HTXLSPHQWHWF
&XUUHQWDFFRXQWRIEDODQFHRISD\PHQWV
&XUUHQWDFFRXQWGHILFLWZLOOJUDGXDOO\GLPLQLVKWKRXJKDWDVORZHUSDFHWKDQLQ
RSWLPLVWLFVFHQDULRGHFUHDVLQJE\\HDUE\WLPHVFRPSDULQJWR$VDVKDUHRI
*’3FXUUHQWDFFRXQWGHILFLWZRXOGVKRZDUHGXFWLRQIURPWRZDUGV7KHIDFWRUV
ZKLFKFRXOGFRQWULEXWHWRVXFKDQHYROXWLRQDUHVLPLODUWRWKRVHRXWOLQHGLQWKHRSWLPLVWLF
VFHQDULR
)LQDQFLDODQGFDSLWDODFFRXQW
)RUHLJQGLUHFWLQYHVWPHQW
’XHWRWKHFULVLVLQWKHHFRQRP\DFFRUGLQJWRWKHVFHQDULRIRUHLJQGLUHFWLQYHVWPHQWV
ZLOOVKULQNE\DERXWWLPHV
3ULYDWL]DWLRQRI0ROGWHOHFRP
LQGRHVQRWWDNHSODFH
EHFDXVHRIWKHXQVWDEOH
HFRQRPLFHQYLURQPHQWDQGLW
LVLQFOXGHGRQO\LQ
5HVSHFWLYHO\LWZDVH[WHQGHG
IRUWKH
SULYDWL]DWLRQRIHQHUJ\VHFWRU
DVZHOO7KXVE\HQG
WKHVWRFNRI)’,FRXOGUHDFK
P
3RUWIROLRLQYHVWPHQW
7KHUHLVQHLWKHUDQ\(XURERQGLVVXDQFHQRUPDVVLYHSDUWLFLSDWLRQRIIRUHLJQLQYHVWRUVLQ
EX\LQJ7%LOOV+RZHYHUWKHPDLQSUREOHPKHUHZLOOEHWKHUHODWLRQVZLWK5XVVLDUHJDUGLQJWKH
GHEWWRHTXLW\VZDSVRI*D]SURP$FFRUGLQJWRWKHVFHQDULRGXHWRWKHODFNRIIXQGVVHUYLFLQJ
RI0ROGRYD¶VHQHUJ\GHEWZLOOEHWHPSRUDU\IUR]HQLQ
0HGLXPDQGORQJWHUPORDQV
$VLWZDVPHQWLRQHGDOVRLQ
WKHVFHQDULRVHODERUDWHGIRUWKH
6WUDWHJ\IRU’HYHORSPHQWDWWKLV
SRLQWWKHFRXQWU\ZLOOKDYHWRIDFH
H[WUHPHO\GLIILFXOWSUREOHPV
%HFDXVHRIGHOD\VDQGLQFRQVLVWHQF\
LQLPSOHPHQWLQJVWUXFWXUDOUHIRUPV
DGYLVHGE\LQWHUQDWLRQDOILQDQFLDO
LQVWLWXWLRQVXQZLOOLQJQHVVRIVRPH
ORFDOGHFLVLRQPDNHUVWRLPSOHPHQW
WKRVHUHIRUPVDVZHOODVQRQ
FRPSOLDQFHRIFRXQWU\¶VJRYHUQLQJ
ERGLHVZLWKWKHPHPRUDQGXP
DJUHHGZLWKWKH:RUOG%DQNDQG
,0)WKHODWWHUUHGXFHGUDVWLFDOO\WKH
SURJUDPVRIDVVLVWDQFHWR0ROGRYD
&DSLWDODQGILQDQFLDODFFRXQW
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0HGLXPDQGORQJWHUPORDQVQHW
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1HZ ERUURZ LQJ ’HEWVHUYLFLQJ
,QHUWLDOSHVVLPLVWLFVFHQDULR
&,65$SULO02/’29$,175$16,7,21 
7KLVFRQVLGHUDEO\DJJUDYDWHVWKHVLWXDWLRQRQPDFUROHYHOEHFDXVHLWLV
REYLRXVWKDWZLWKRXWWKHILQDQFLDOVXSSRUWIURPLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVJUDQWHGRQ
TXLWHIDYRUDEOHWHUPV0ROGRYDQHFRQRP\ZLOOQRWEHDEOHWRVXUYLYH
6RWKHQHZERUURZLQJIURPLQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQV,0):%(%5’DQG
RWKHUVDUHUHGXFHG%XWDWWKHVDPHWLPH0ROGRYDKDVWRUHSD\WKHSULQFLSDODQGLQWHUHVWIRU
IRUHLJQORDQVZKLFKLQZLOOGHPDQGDERXWPDQGWKHQDERXWPSHU\HDULQ
:KHUHWKHVHIXQGVZLOOEHWDNHQIURP",QZHVKRXOGSRLQWDWWKHUHGXFWLRQRI
1%0¶VKDUGFXUUHQF\UHVHUYHVE\DQRWKHUPEXWWKDW¶VHYLGHQWO\QRWVXIILFLHQW$VROXWLRQ
KHUHZRXOGEHIRUHLJQGHEWUHVFKHGXOLQJDQGUHVWUXFWXULQJLIWKLVFDQEHGRQHEXWLIQRWWKHQ
OLNHLWZDVLQVRPHGHEWZLOOQRWEHVHUYLFHGDWDOOEHFDXVHWKHFRXQWU\FDQQRWILQDQFH
WKHVHH[SHQGLWXUHV7KLVDFFXPXODWLRQDUUHDUVDQGGHEWUHVFKHGXOLQJLVFOHDUO\VHHQLQWKH
DQQH[HGEDODQFHRISD\PHQWVWDEOH
1%0¶VIRUHLJQH[FKDQJHUHVHUYHV
$GUDPDWLFDVSHFWRIWKLVVFHQDULRLVWKHVXEVWDQWLDOUHGXFWLRQRIIRUHLJQH[FKDQJH
UHVHUYHVRIWKHFHQWUDOEDQNZKLFKZLOOKDYHWRKHOSWKH*RYHUQPHQWLQVHUYLFLQJLWVH[WHUQDO
GHEWWRFRYHUWKH%23RYHUDOO
EDODQFHGHILFLWDERXWPLQ
DQGILQDOO\WRVHUYLFHWKH
,0)GHEWPLQ7KDWLV
ZK\LQJURVV1%0¶V
UHVHUYHVFRXOGUHGXFHIXUWKHU
DIWHUWKHGUDPDWLFUHGXFWLRQE\
PLQSUHYLRXV\HDUUHDFKLQJ
PDWHQGRIWKH\HDU,QWKH
QH[W\HDUVDVKDUGFXUUHQF\
FRPHVLQWRWKHFRXQWU\
LQYHVWPHQWVFUHGLWV1%0VWDUWV
WRJUDGXDOO\EXLOGXSLWVUHVHUYHV
E\PSHU\HDULQ
7KXVE\HQGJURVVUHVHUYHVFRXOGUHDFKRQO\PFRYHULQJPRQWKVRI
LPSRUWVRIJRRGVDQGVHUYLFHVZKLFKLVEHORZWKHILJXUHIRUDQGWLPHVOHVV
FRPSDULQJWRWKHHYROXWLRQLQWKHRSWLPLVWLFVFHQDULR$WWKHVDPHWLPHQHWUHVHUYHVDUH
JURZLQJIURPSUDFWLFDOO\]HURLQWKHHQGRIDQGXSWRPLQ
0RQHWDU\DJJUHJDWHV
7DNLQJLQWRDFFRXQWWKHHYROXWLRQRI1%0¶VJURVVUHVHUYHVLWLVFOHDUWKDWWKH
VXVWDLQDELOLW\RIWKHPRQHWDU\SROLF\LQWKLVVFHQDULRLVTXHVWLRQDEOH
7KHDPRXQWRIOHLLQ
FLUFXODWLRQLVXQGHU
SUHVVXUHFDXVHGE\PDVVLYH
GHSUHFLDWLRQRIWKHQDWLRQDO
FXUUHQF\LQFUHDVLQJE\
WLPHVGXULQJ,QWKH
QH[WSHULRGKLJKUDWHVRI
JURZWKRIWKLVDJJUHJDWHDUH
PDLQWDLQHGGXHWRWKH
LQIODWLRQDU\HQYLURQPHQW
$OVR0DJJUHJDWHULVHV
7RWDO1%0
V IR UH LJQH[FKDQJHUHV HUY
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DORQJZLWKWKHLQFUHDVHLQ1%0¶VKDUGFXUUHQF\UHVHUYHV%\HQG0FRPHVFORVHWR
EQOHLDJURZWKE\WLPHVFRPSDULQJWR
%URDGPRQH\KDVVLPLODUHYROXWLRQ$FFRUGLQJWRWKHVFHQDULRE\HQGWKH
0DJJUHJDWHFRXOGUHDFKDFFRUGLQJWRWKHVFHQDULRDERXWEQOHLH[FHHGLQJE\
WLPHVWKHOHYHORI9HORFLW\RI0ZLOOGLPLQLVKIURPLQWRLQ
UHIOHFWLQJUHVSHFWLYHO\DQLQFUHDVHLQQDWLRQDOHFRQRP\PRQHWL]DWLRQIURPWR
0RQH\PXOWLSOLHUZLOOEHGHFUHDVLQJIURPLQWRLQVKRZLQJD
FRQVLGHUDEOHUHGXFWLRQRIWKHVKDUHRIEDQNGHSRVLWVLQEURDGPRQH\UHVSHFWLYHO\IURPWR
DOWKRXJKLQ
DEVROXWHILJXUHVWKH\DUH
JURZLQJHYHQLIZH
DVVXPHWKDWRIWKH
WHUPGHSRVLWVLQOHLDQG
RIWKHGHSRVLWVLQ
IRUHLJQFXUUHQF\DUH
ZLWKGUDZQIURPWKH
EDQNLQJV\VWHPLQ
\HDURIFULVLV7KLVLV
H[SODLQHGE\WKHHIIHFWV
RIQDWLRQDOFXUUHQF\
GHSUHFLDWLRQWKHELJJHU
LVOHLHTXLYDOHQWRIGROODUIXQGV/RRNLQJDWWKHGROODUL]DWLRQUDWLRRIGHSRVLWVZHVHHWKDWLWLV
JURZLQJFRQVLGHUDEO\IURPLQXSWRLQ
7KLVUHIOHFWVDPRUHUHVHUYHGDWWLWXGHRISRSXODWLRQWRZDUGVWKHEDQNV6FHQDULRFOHDUO\
VKRZVWKDWXQGHUWKHJLYHQFLUFXPVWDQFHVWKHSRSXODWLRQKDVQRPRUHFRQILGHQFHLQWKH
GHYDOXHGOHXDQGSUHIHUVWRFRQYHUWDYDLODEOHIXQGVLQ86GROODUV3HRSOHDYRLGLQJSODFLQJWKH
PRQH\RQEDQNDFFRXQWVDOVREHFDXVHRIWKHQRQDWWUDFWLYHLQWHUHVWUDWHRQGHSRVLWVDW\SLFDO
SKHQRPHQRQLQDQLQIODWLRQDU\HQYLURQPHQW$QGVLQFHKRXVHKROGVGHSRVLWVDQGGHSRVLWVRI
OHJDOHQWLWLHVDUHDYLWDOLQSXWIRUEDQNVLWEHFRPHVFOHDUWKDWLQVXFKFRQGLWLRQVRQO\VWURQJHVW
EDQNVZLOOVXUYLYH6PDOOEDQNVZLOOHLWKHUJREDQNUXSWRUPHUJHZLWKRWKHUVDQGDVDUHVXOW
IHZODUJHUEDQNVZLOOUHPDLQLQWKHV\VWHP
6WDWHEXGJHW
7KLVVFHQDULRGHVFULEHVWKHVLWXDWLRQZKHQWKHFRQWUROZLOOEHORVWRQWKHOHYHORI
EXGJHWGHILFLWXQGHUFRQGLWLRQVZKHQWKHUHZRXOGEHQRPHDVXUHVRIDFFHOHUDWLRQRI
VWUXFWXUDOUHIRUPVWKHSURFHVVRISULYDWL]DWLRQDQGOLEHUDOL]DWLRQRIQDWLRQDOHFRQRP\
ZRXOGEHVWRSSHGDVZHOODVWKHUHZRXOGEHJURXQGOHVVVHYHUHHFRQRPLFSURWHFWLRQLVP
PHDVXUHVXQGHUWDNHQ0RUHRYHULPSOHPHQWDWLRQRIQRQWLJKWPRQHWDU\DQGILVFDO
SROLFLHVFRQWLQXRXVUHGXFWLRQRIUHDO*’3ZLOOJHQHUDWHDQDJJUDYDWLRQRIWKH
VLWXDWLRQRIVWDWHGHEWGHEWUROORYHUFDQEHRXWRIFRQWURO’HIDXOWEHFRPHVDUHDOLW\
8QGHUVXFKFLUFXPVWDQFHVWKHEXGJHWDQGILVFDOV\VWHPZRXOGEHDWDOLPLWRIWRWDOFULVLV
EXGJHWH[SHQGLWXUHVEHLQJHQRUPRXVQRQFRYHUHGE\VXIILFLHQWILQDQFLDOUHVRXUFHV([WHUQDO
IXQGVZLOOEHPRUHDQGPRUHGLIILFXOWWRJHWEHFDXVHRIUHVWULFWLRQVVHWE\
0JURZWKYVLQIODWLRQ
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LQWHUQDWLRQDOILQDQFLDOLQVWLWXWLRQVDQGORZFUHGLWUDWLQJRIWKH5HSXEOLFRI0ROGRYDRQ
LQWHUQDWLRQDOILQDQFLDOPDUNHWV
&RQVROLGDWHGEXGJHWGHILFLWZLOOH[SDQGUHDFKLQJLQRI*’3DQGLQ
RI*’3
,QFRQGLWLRQVRIPDVVLYHGHSUHFLDWLRQRIQDWLRQDOFXUUHQF\LQZLOOFRQVLGHUDEO\
LQFUHDVHWKHOHLHTXLYDOHQWRIWKH86’IXQGVQHHGHGIRUUHSD\LQJWKHLQWHUHVWIRUH[WHUQDOORDQV
JUDQWHGWRWKHFRXQWU\$OVRLWVKRXOGEHVWUHVVHGRXWWKDWEHFDXVHRIWKHELJUHGXFWLRQRIQHZ
ERUURZLQJWKHGHILFLWILQDQFLQJRXWRIH[WHUQDOVRXUFHVLVVKDUSO\GHWHULRUDWLQJ
(YROXWLRQRIEXGJHWLQFRPHDQGH[SHQGLWXUHVGXULQJLVIRUHFDVWHGWDNLQJLQWR
DFFRXQWWKHIROORZLQJDVVXPSWLRQV
xVWUXFWXUDOUHIRUPVZLOOEHVWRSSHGROGVRFLDOLQIUDVWUXFWXUHEHLQJPDLQWDLQHGROG
FHQWUDODQGORFDOSXEOLFDGPLQLVWUDWLRQDQGUHIRUPRIIRUFHVWUXFWXUHVZLOOQRWEHLPSOHPHQWHG
xWDNLQJLQWRDFFRXQWWKHDERYHVWDWHGWKHPDLQDFFHQWZDVSXWRQWKHHYROXWLRQRI
LQIODWLRQLHERWKSXEOLFLQFRPHDQGH[SHQGLWXUHVZLOOJUHDWO\GHSHQGRQHYROXWLRQRISULFHV
xIXQGVIRUILQDQFLQJEXGJHWGHILFLWZLOOEHTXLWHH[SHQVLYHGXHWRWKHLQFUHDVHRILQWHUHVW
UDWH
8QGHUVXFKFLUFXPVWDQFHVWHQVLRQVRQEXGJHWDUHLQHYLWDEOHWKHUHIRUHGHWHUPLQLQJWKH
FKDQJHLQVRFLDOLQIUDVWUXFWXUHDQGFRQVHTXHQWO\VORZVWUXFWXUDOUHIRUPVVWDUWLQJ\HDU
+RZHYHULWVKRXOGEHPHQWLRQHGWKDWWKHVLWXDWLRQLQEXGJHWILVFDOVHFWRUFRXOGEHHYHQPRUH
GLIILFXOWWDNLQJLQWRDFFRXQWWKHLQVLJQLILFDQWIRUHFDVWHGHFRQRPLFJURZWKDVZHOODVRWKHU
VWUXFWXUDOIDFWRUV
%XGJHWGHILFLWHYROXWLRQ
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0$&52(&2120,&02’(/,1*
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0$&52(&2120,&02’(/,1*
)ORZRI)XQGVPRGHO
’HVFULSWLRQRIWKH)ORZRI)XQGVWDEOHV
)ORZRI)XQGVWDEOHLVDQHZDQDO\VLVWRROIRU0ROGRYDZKLFKSUHVHQWVWKHLQIRUPDWLRQ
IURPWKHIRXUPDLQPDFURHFRQRPLFDFFRXQWVDQGIRXUVHFWRUVLQDVLQJOHWDEOH0DFURHFRQRPLF
DJJUHJDWHVDUHWUDGLWLRQDOO\GHULYHGIURPDQLQWHUFRQQHFWHGQHWZRUNRIPDFURHFRQRPLF
DFFRXQWVWKHQDWLRQDOLQFRPHDQGSURGXFWDFFRXQWVEDODQFHRISD\PHQWVJRYHUQPHQWILQDQFH
VWDWLVWLFVDQGPRQHWDU\DFFRXQWV7KHIRXUPDLQPDFURHFRQRPLFVHFWRUVSULYDWHJRYHUQPHQW
IRUHLJQDQGEDQNLQJHQJDJHLQHFRQRPLFDQGH[SHQGLWXUHWUDQVDFWLRQV)ORZRI)XQGVWDEOH
JLYHVDTXLFNRYHUYLHZRIWKHHQWLUHHFRQRP\VKRZVKRZWKHVHFWRULDOGHILFLWVDUHILQDQFHGDQG
VHUYHVDVDWRROIRUH[DPLQLQJWKHDFFXUDF\DQGFRQVLVWHQF\RIPDFURHFRQRPLFGDWDDQG
IRUHFDVWV,WVSXUSRVHLVWKUHHIROGWRVKRZWKHUHODWLRQVKLSEHWZHHQGRPHVWLFHFRQRP\DQG
EDODQFHRISD\PHQWVWRH[SORUHWKHOLQNVDPRQJVHFWRUVRIHFRQRP\DQGWRGHYHORSDWRROIRU
DQDO\]LQJWKHVHLQWHUUHODWLRQVLQDV\VWHPDWLFZD\
7KHUHDUHVHYHUDOUHDVRQVIRUFRPSLOLQJDQGSXEOLVKLQJLQIRUPDWLRQRQPDFURHFRQRPLF
DFFRXQWVDQGLQWXUQRI)ORZRI)XQGVWDEOHV
x 7RPRQLWRUWKHEHKDYLRURIWKHHFRQRP\
x 7RDQDO\]HWKHFDXVDOPHFKDQLVPVWKDWDUHZRUNLQJLQWKHHFRQRP\
x 7RVXSSRUWHFRQRPLFSROLF\DQGGHFLVLRQPDNLQJ
x 7RSURYLGHDIUDPHZRUNIRULQWHUQDWLRQDOFRPSDULVRQ
6HFWRUV¶QRQILQDQFLDOWUDQVDFWLRQVJHQHUDWHFKDQJHVLQILQDQFLDODVVHWVDQGOLDELOLWLHV
7KHVHFKDQJHVDUHLQWXUQUHFRUGHGDVWKHVHFWRUV¶ILQDQFLDOWUDQVDFWLRQV7KXVIRUHDFKVHFWRU
WKHUHDORUQRQILQDQFLDOWUDQVDFWLRQVVXFKDVLPSRUWVDQGH[SRUWVDQGWKHILQDQFLDOWUDQVDFWLRQV
VXFKDVERUURZLQJIURPDEURDGRUGUDZLQJVIURPFRXQWU\¶VLQWHUQDWLRQDOUHVHUYHVHPEUDFHWKH
VHFWRU¶VHQWLUHHFRQRPLFUHODWLRQVZLWKRWKHUVHFWRUV
 )ORZVRIIXQGVWDEOHVDUHSUHVHQWHGLQDQQH[HV7KHILUVWFROXPQQDWLRQDODFFRXQWV
VKRZVWKHDJJUHJDWHWUDQVDFWLRQVIRUDOOHFRQRPLFVHFWRUV7KHQH[WIRXUFROXPQVVKRZD
EUHDNGRZQRIWKHHFRQRP\LQWRWKHIRXUVHFWRUVWKHSULYDWHVHFWRUWKHJRYHUQPHQWWKH
EDQNLQJV\VWHPDQGWKHUHVWRIWKHZRUOG7KHVXPRIHYHU\FROXPQPXVWEH]HUREHFDXVH
WRWDORXWIORZVPXVWHTXDOWRWDOLQIORZVRIUHDODQGILQDQFLDOUHVRXUFHV7KHURZVRIWKH)ORZRI
)XQGVWDEOHUHFRUGWUDQVDFWLRQVEHWZHHQWKHVHFWRUV(DFKURZDGGVXSWR]HUREHFDXVHHYHU\
LQIORZRIPRQH\WRRQHVHFWRUPXVWEHPDWFKHGE\DQRXWIORZRIPRQH\IURPDQRWKHUVHFWRU
7KHIORZRIIXQGVWDEOHLVGLYLGHGLQWRWZRSDQHOVE\WKHURZFRQWDLQLQJWKHVDYLQJ
LQYHVWPHQWEDODQFHRIHDFKVHFWRU7KHWRSSDQHOUHFRUGVUHDOWUDQVDFWLRQVLQJRRGVVHUYLFHV
LQFRPHDQGIRUHLJQWUDQVIHUV7KHERWWRPSDQHOUHFRUGVILQDQFLDOWUDQVDFWLRQVWKDWFKDQJHWKH
DVVHWVRUOLDELOLWLHVSRVLWLRQRIWKHVHFWRUV
 6XPPLQJWKHLWHPVLQWKHWRSSDQHORIWKHWDEOHLQHDFKFROXPQJLYHVXVWKHVXUSOXV
GHILFLWRILQFRPHRYHUH[SHQGLWXUHVRUVDYLQJLQYHVWPHQWEDODQFHRIWKDWVHFWRU7KH
EDODQFHVDUHVKRZQLQWKHPLGGOHRIWKHWDEOH1RQILQDQFLDOEDODQFHIRUJHQHUDOJRYHUQPHQW
VHFWRURSHUDWLRQVUHIOHFWVEXGJHWGHILFLWRQFRPPLWPHQWEDVHVWDWHHQWHUSULVHVEDODQFH
DQGHVFDODWLRQRIHQHUJ\DQGRWKHUVWDWHDUUHDUV6XPPLQJWKHEDODQFHVRIDOOVHFWRUV
KRUL]RQWDOO\VKRXOGJLYH]HURDVWKHUHVXOWVUHIOHFWLQJWKHHTXDOLW\EHWZHHQWKH
VDYLQJLQYHVWPHQWEDODQFHVDQGWKHFXUUHQWDFFRXQWDFFRUGLQJWRWKHIRUPXOD
)ORZRI)XQGVPRGHO
&,65$SULO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7KHERWWRPSDQHORIWKHWDEOHVKRZVWUDQVDFWLRQVLQILQDQFLDODVVHWVDQGOLDELOLWLHV,W
SURYLGHVLQIRUPDWLRQRQWKHILQDQFLQJRIWKHVDYLQJLQYHVWPHQWEDODQFHV7KLVSDQHOLVGLYLGHG
LQWRWZRVHFWLRQVIRUHLJQDQGGRPHVWLFILQDQFLQJ
)RUHLJQILQDQFLQJVHFWLRQURZVFRQWDLQIORZVRIWKHGLUHFWLQYHVWPHQWDQGIRUHLJQ
ERUURZLQJJURZWKRIWKHHQHUJ\DQGRWKHUVWDWHDUUHDUVDVZHOODVFKDQJHLQQHWIRUHLJQ
DVVHWV)RUHLJQERUURZLQJURZUHIOHFWVORDQGLVEXUVHPHQWVPLQXVDPRUWL]DWLRQRIIRUHLJQGHEW
DQGUHSDWULDWHGFDSLWDO0RVWRIWKHLQIRUPDWLRQLQWKLVURZFRPHVIURPWKHEDODQFHRI
SD\PHQWVWKRXJKLWVKRXOGEHVXSSOHPHQWHGE\PRUHGHWDLOHGLQIRUPDWLRQIURPWKH
JRYHUQPHQWVWDWLVWLFV/DVWURZRIWKLVVHFWLRQUHIOHFWVWKHFKDQJHVLQEDQN¶VQHWIRUHLJQ
DVVHWV1DWLRQDO%DQNDQGFRPPHUFLDOEDQNVUHVXOWLQJIURPWUDQVDFWLRQVZLWKWKHUHVWRIWKH
ZRUOG
’RPHVWLFILQDQFLQJVHFWLRQVKRZVWKHIXQGVWKHSULYDWHVHFWRUDQGJRYHUQPHQW
ERUURZHGIURPWKHEDQNVGXULQJWKH\HDUZKLFKLVHTXLYDOHQWWRWKHLQFUHDVHLQWKHVWRFNLQ
WKHEDQNFUHGLW7KHFKDQJHLQPRQH\VWRFNEURDGPRQH\UHIOHFWVDQLQFUHDVHLQSULYDWH
VHFWRU¶VILQDQFLDODVVHWVLQWKHIRUPRIEDQNGHSRVLWVDQGFXUUHQF\KROGLQJV7KHFRXQWHUSDUW
RIWKLVLVDQLQFUHDVHLQWKHEURDGPRQH\ZKLFKLVDQDVVHWIRUEDQNV7KHPDLQHTXDWLRQ
XVHGLQWKHEDQNLQJV\VWHPFROXPQLV
1HW)RUHLJQ$VVHWV1HW’RPHVWLF$VVHWV %URDG0RQH\
1RQEDQNERUURZLQJVKRZVSULYDWHVHFWRUODQGLQJWRWKHJRYHUQPHQWZKLFKLQFUHDVHV
ILQDQFLDODVVHWVRIWKHSULYDWHVHFWRUDQGULVHVWKHJRYHUQPHQW¶VGHEWE\WKHVDPHDPRXQW,Q
WKHJRYHUQPHQWVWDWLVWLFVWKLVLVXVXDOO\VKRZQDVQRQEDQNERUURZLQJ
7KXVWKHHODERUDWLRQDQGLPSOHPHQWDWLRQRI)ORZRI)XQGVWDEOHVZKLFKGHVFULEHWKH
XQGHUJRLQJPDFURHFRQRPLFSURFHVVHVLQDFRQFLVHIRUPLVQHFHVVDU\IRUDGHHSHUDQDO\VLV
DQGIRUDQHIIHFWLYHIRUHFDVWRIFHUWDLQHFRQRPLFGHYHORSPHQWVFHQDULRV7KHXVHRIWDEOHV
FRPELQLQJWKHPDLQHFRQRPLFDFFRXQWVZLWKDOOWKHLUOLQNVHQULFKHVWKHWKHRU\DQGSUDFWLFHRI
HFRQRPLFDQDO\VLVDQGIRUHFDVWLQJ

)ORZRI)XQGVWDEOHVIRUDQDO\VLV
7KLVLVWKHILUVWWLPHLQ0ROGRYDZKHQWKH)ORZRI)XQGVWDEOHVSUHVHQWHGLQWKH
DQQH[HVDUHXVHGLQWKHSUDFWLFHRIHFRQRPLFDQDO\VLV+HUHIRUWKHSXUSRVHRIFRQYHUJHQFH
WRLQWHUQDWLRQDOVWDQGDUGVDQG,0)VWDQGDUGVIRULQVWDQFHWKHEDODQFHRISD\PHQWVQDWLRQDO
DQGILVFDODFFRXQWWDEOHVZHUHPRGLILHG0RQHWDU\VXUYH\WDEOHVZHUHUHFDOFXODWHGWR\HDU
DYHUDJHFRQGLWLRQVLQRUGHUWRFRPSDUHWKHPZLWKRWKHUPDLQPDFURHFRQRPLFDFFRXQWVWKHQ
DQQXDOFKDQJHLQWKHPRQHWDU\DJJUHJDWHVZHUHFDOFXODWHG

)ORZRI)XQGVWDEOHVVHUYHGWKHSXUSRVHRIDQDO\]LQJWKHILQDQFLDODFWLYLWLHVRIWKH
JRYHUQPHQWDODQGRIWKH
SULYDWHVHFWRULQ0ROGRYD7KH
FULVLVZKLFKKLW0ROGRYDLQ
ZDVSDUWLDOO\WULJJHUHGE\
WKH*RYHUQPHQW¶VLQHIILFLHQW
PDQDJHPHQWLQWKHHDUOLHU
\HDUV%HWZHHQDQG
WKHJRYHUQPHQWVHFWRUXVHGWR
VSHQGPXFKPRUHIXQGVWKDQLW
DFWXDOO\GLVSRVHG7KLVH[FHVV

1RQILQDQFLDO%DODQFHRI*RYHUQPHQW6HFWRU2SHUDWLRQV
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FRQVWLWXWHGSHUFHQWRI*’3LQRURYHUSHUFHQWRILW¶VRZQJRYHUQPHQWDO
GLVSRVDEOHLQFRPH*1’,J,QWKHIROORZLQJ\HDUVWKHERUURZLQJJUDGXDOO\
GHFUHDVHGEXWVWLOOFRQVWLWXWHGVLJQLILFDQWDPRXQWV,QWKH\DFFRXQWHGIRU
SHUFHQWRI*’3RURI*1’,J
7KHGHOD\VLQLPSOHPHQWDWLRQRIWKHVWUXFWXUDOUHIRUPVLQWKHUHFHQW\HDUVOHGWR
DQH[FHVVLYHOHYHORIJRYHUQPHQWERUURZLQJDSSUR[LPDWHO\SHUFHQWRI*1’,J
HDFK\HDU7KHUHLVDKXJHGHEWEXUGHQDFFXPXODWHGE\WKH\HDUUHVXOWLQJIURP
WKHJRYHUQPHQW¶VSROLF\RIXQOLPLWHGERUURZLQJ7KHFRXQWU\IDFHVDUHDOWKUHDWRI
GHIDXOWZKLFKPD\EHDYRLGHGRQO\WKURXJKWKHUHVWUXFWXULQJRIWKHIRUHLJQGHEW
$WRWDOO\GLIIHUHQWSLFWXUHH[LVWVLQWKHSULYDWHVHFWRU,QWKHYRXFKHUSULYDWL]DWLRQ
SURJUDPZDVODXQFKHG8QWLOWKHSULYDWHVHFWRURI0ROGRYDJHQHUDOO\VSHDNLQJZDVLQ
WKHVWDJHRIIRUPDWLRQPDVVSULYDWL]DWLRQZDVJRLQJRQOHJDOIUDPHZRUNIRUWKHIXQFWLRQLQJ
RIPDUNHWHFRQRP\ZDVLQWKHVWDJHRIFUHDWLRQ$WWKHVDPHWLPHWKHODUJHVWSDUWRIWKH
HFRQRP\UHPDLQHGXQGHUVWDWHRZQHUVKLSFRQWULEXWLQJWRODUJHILQDQFLDOIORZVIURPRWKHU
VHFWRUVLQFOXGLQJWKHSULYDWHRQH

%HWZHHQDQGWKHSULYDWHVHFWRUZDVXQDEOHWRDFFXPXODWHIRUIXOO
XWLOL]DWLRQWKHGLVSRVDEOHLQFRPHFUHDWHGLQWKLVVHFWRUWKHXQFODLPHGSDUWRIZKLFKZDV
ILQDOO\UHGLVWULEXWHGLQWKH
JRYHUQPHQWDOVHFWRU,Q
WKHXWLOL]DWLRQRILQFRPHFUHDWHG
LQWKLVVHFWRUZDVEHORZ
SHUFHQWRIWKHRZQSULYDWH
GLVSRVDEOHLQFRPH*1’,S
FRQVWLWXWLQJSHUFHQWRI*’3
7KHIROORZLQJ\HDUVSULYDWH
VHFWRUZDVVHFHGLQJWKH
XWLOL]DWLRQRI*1’,SDQGLQ
LWVWDUWHGERUURZLQJIURP
RWKHUVHFWRUV,QERUURZLQJDPRXQWHGWRSHUFHQWRI*1’,S

7KHODFNRIVWUXFWXUDOUHIRUPVLQWKHEXGJHWDU\VSKHUHFRQWULEXWHGWRPDLQWHQDQFHRID
KLJKOHYHORIVWDWHERUURZLQJ,I
LQWKHVHLQWHUQDOORDQV
FRQVWLWXWHGELOOLRQOHLLQ
WKH\GLPLQLVKHGRQO\E\ELOOLRQ
OHL7KHILQDQFLQJRIWKH)LVFDO
$FFRXQWGHILFLWWKDWLQFOXGHGWKH
LQFUHDVHGEXGJHWGHEWDUUHDUVRQ
HQHUJ\UHVRXUFHVXWLOL]DWLRQDQG
VWDWHHQWHUSULVHVEDODQFHVZDV
UHDOL]HGIURPERWKH[WHUQDODQG
LQWHUQDOVRXUFHV7KHOHYHORI
IRUHLJQILQDQFLQJLQDFWXDOO\H[FHHGHGWKHLQWHUQDORQH




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
7KHGUDPDWLFFXWVLQH[WHUQDOILQDQFLQJLQFRQGLWLRQHGWKHERRVWLQDUUHDUVIRU
SHQVLRQVDQGVWDWHHPSOR\HHV¶VDODULHV$ORQJZLWKWKHGLIILFXOWLHVUHODWHGWRWKHFRYHUDJHRI
WKHEXGJHWGHILFLWVWDWHERUURZLQJUHPDLQHGDWDKLJKOHYHORYHUELOOLRQOHL,QWHUQDO
ERUURZLQJFRPSHQVDWHGH[WHUQDOILQDQFLQJFXWV7KHSRVVLELOLWLHVRIUHODWLYHO\HDV\
ERUURZLQJRIUHVRXUFHVGLGQRWVWLPXODWHLQWHQVLILFDWLRQRIVWUXFWXUDOUHIRUPVDQGSHUPLWWHG
WKHJRYHUQPHQWWRGHOD\WKHLULPSOHPHQWDWLRQ
%HWZHHQDQGSULYDWHVHFWRURIWKHHFRQRP\ZDVVXSSO\LQJZLWKLWVRZQ
UHVRXUFHVWKHQHHGVRIWKHJRYHUQPHQWVHFWRUPLOOLRQOHLHDFK\HDU([WHUQDO
ILQDQFLQJRIWKHSULYDWHVHFWRUJUHZIURPPLOOLRQOHLLQWRPLOOLRQOHLLQ
7KHFRQILGHQFHRIIRUHLJQLQYHVWRUVLQ0ROGRYDQSULYDWHVHFWRUZDVJURZLQJ\HDUDIWHU\HDU
XQWLOWKHFRXQWU\HQFRXQWHUHG
WKHILQDQFLDOFULVLVLQ7KH
UHDFWLRQRILQYHVWRUVZDVTXLWH
XQGHUVWDQGDEOHDQGILQDQFLQJRI
WKHSULYDWHVHFWRUSOXPPHWHGWR
PLOOLRQOHL7KHVDWLVIDFWLRQ
RIVHFWRU¶VQHHGVLQZDV
SDUWLDOO\FRPSHQVDWHGE\WKH
DFFXPXODWLRQRILQWHUQDO
UHVRXUFHV7KLVZDVWKHILUVW
\HDUZKHQWKHSULYDWHVHFWRUGLGQRWFUHGLWWKHJRYHUQPHQWDOVHFWRUIURPLWVRZQUHVRXUFHV
EXWVWDUWHGERUURZLQJRQWKHLQWHUQDOFDSLWDOPDUNHW

7KHG\QDPLFVRIGHPDQGRIWKHJRYHUQPHQWVHFWRUFRQVXPSWLRQDQGLQYHVWPHQW
VORZHGGRZQLQWKHODVWWKUHH\HDUV,QWKLVGHPDQGFRQVWLWXWHGDSSUR[LPDWHO\WKUHH
ELOOLRQOHLLQLWDPRXQWHGWRELOOLRQOHLEHLQJYLUWXDOO\XQFKDQJHG
6LPXOWDQHRXVO\WKHGHPDQGRI
WKHSULYDWHVHFWRUZDV
FKDUDFWHUL]HGE\DQLPSHWXRXV
G\QDPLFIURPWZRELOOLRQOHLLQ
WRELOOLRQOHLLQ
/LPLWDWLRQRIUHVRXUFHV
GHWHUPLQHGWKHVKDUSHQLQJRI
FRQWUDGLFWLRQVEHWZHHQWKHKLJK
OHYHORIJRYHUQPHQWQHHGVDQGWKH
GUDPDWLFLQFUHDVHRIGHPDQGLQ
WKHSULYDWHVHFWRU7KHSUHVVRI
WKHJRYHUQPHQWVHFWRUUHVXOWHGLQDQLQFUHDVHRIWKHVKDGRZFRPSRQHQWERWKZLWKLQWKDW
VHFWRUDQGZLWKLQWKHSULYDWHVHFWRU
7KH\HDULVDWXUQLQJSRLQWIRUWKHVROXWLRQRIGHHSHQHGFRQWUDGLFWLRQVEHWZHHQ
WKHVHFWRUV7ZRVROXWLRQVWRWKLVSUREOHPH[LVW7KHILUVWDQGWKHPRVWDFFHSWDEOHIRUWKH
GHPRFUDWLFGHYHORSPHQWRIWKHVRFLHW\ZLWKLQDPDUNHWW\SHHFRQRP\LVWRDGMXVWVWDWH
VSHQGLQJWRUHYHQXHVWRUHVWUXFWXUHWKHIRUHLJQGHEWWRLPSOHPHQWDQHIILFLHQW
PDQDJHPHQWV\VWHPIRUWKHVWDWHGHEW7KHVHFRQGOHDVWDFFHSWDEOHWKDWOHDYHVWKH
VRFLHW\IDUEHKLQGLQWKHSURFHVVRIGHPRFUDWL]DWLRQDQGPDUNHWRULHQWHGUHIRUPV–
PDQGDWRU\VHL]XUHRIIXQGVIURPWKHSULYDWHVHFWRUIRUWKHIXOILOOPHQWRIVWDWHQHHGV


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
4XLWHLQWHUHVWLQJLVWKHVWUXFWXUH
RIH[WHUQDOERUURZLQJE\WKHVWDWH
VHFWRURIHFRQRP\0RVWIRUHLJQ
ORDQVDUHDFTXLUHGE\WKHHQHUJHWLF
VHFWRU,QWKHIRUHLJQGHEWRI
WKDWSDUWLFXODUVHFWRULQFUHDVHGE\
VRPHPLOOLRQOHLWKHIROORZLQJWZR
\HDUVWKH\HDUO\LQFUHDVHVKUXQNWR
DSSUR[LPDWHO\PLOOLRQOHL/DFNRI
VWUXFWXUDOUHIRUPVLQWKHHQHUJ\VHFWRU
OHGWRWKHVLWXDWLRQZKHQWKHVWDWHLVXQDEOHWRSD\IRUHQHUJ\UHVRXUFHVLPSRUWV7KXVLQ
WKHLUVKDUHLQWKHIRUHLJQGHEWLQFUHDVHGE\VRPHPLOOLRQOHL,QWKHLQFUHDVHLQ
GHEWVIODWWHQHGGRZQEXWQRWDVDUHVXOWRILPSOHPHQWDWLRQRIVRXQGVWUXFWXUDOUHIRUPVDVD
UHVXOWRIFXWVLQWKHDPRXQWVGHOLYHUHGE\WKHVXSSOLHUVGXHWR0ROGRYD¶VLQVROYHQF\
7KHIORZRIIRUHLJQIXQGVLQWRWKHVWDWHVHFWRURIWKHHFRQRP\ZDVPDLQO\GHWHUPLQHG
E\WKHDLGIURPLQWHUQDWLRQDORUJDQL]DWLRQVGLUHFWHGWRZDUGVWKHLPSOHPHQWDWLRQRIWKH
VWUXFWXUDOUHIRUPLQ0ROGRYD%\WKHSDFHRIUHIRUPVVORZHGGRZQVLJQLILFDQWO\WKH
*RYHUQPHQWDQGWKH3DUOLDPHQWGLGQRWIXOILOOWKHLUREOLJDWLRQVWRLQWHUQDWLRQDORUJDQL]DWLRQV
WKHH[WHUQDOLQIORZVEHLQJWKXVVWRS,WZDVWKHILUVWWLPHZKHQWKHDPRXQWWREHSDLGDV
SULQFLSDODQGLQWHUHVWIRUH[WHUQDOGHEWH[FHHGHGWKHDPRXQWVIORZLQJLQ7KHIRUHLJQ
ILQDQFLQJLQDFFRXQWHGIRURQO\PLOOLRQOHLDVFRPSDUHGWRPLOOLRQOHLLQ
7KHH[WHUQDOILQDQFLQJRIWKHSULYDWHVHFWRURIWKHHFRQRP\LVGRQHWKURXJKORDQVDQG
WKURXJKGLUHFWLQYHVWPHQW7KH
PRVWEHQHILFLDU\IRUPRIIRUHLJQ
ILQDQFLQJIRUWKHSULYDWHVHFWRULV
FRQVLGHUHGWREHIRUHLJQGLUHFW
LQYHVWPHQWZKLFKLVGHWHUPLQHGE\
WKHFRUUHVSRQGLQJLQYHVWPHQW
FOLPDWHLQWKHFRXQWU\7KH
G\QDPLFRIIRUHLJQGLUHFW
LQYHVWPHQWVVKRZVWKDW0ROGRYD¶V
XQDWWUDFWLYHQHVVWRIRUHLJQ
LQYHVWRUVLQWKHWRWDODPRXQW
RIIRUHLJQGLUHFWLQYHVWPHQWFRQVWLWXWHG86GROODUVSHUFDSLWD$FFHOHUDWLRQRI
LPSOHPHQWDWLRQRIVWUXFWXUDOUHIRUPVZLOODOORZHQFRXUDJLQJRILQYHVWRUV¶LQWHUHVWLQ
0ROGRYD)LQDQFLDOLQIORZVIRUSULYDWHVHFWRUFUHGLWLQJDUHYHU\YRODWLOH3RVVLELOLWLHVRIVR
FDOOHG‡KRWPRQH\·WRUDSLGO\OHDYHWKHFRXQWU\LQWURGXFHDGHVWDELOL]LQJHOHPHQWERWKLQWKH
GHYHORSPHQWRIWKHSULYDWHVHFWRUDQGLQWKHIXQFWLRQLQJRIWKHEDQNLQJLQGXVWU\

,QVSLWHRIWKHUDSLGGHYHORSPHQWRIWKHSULYDWHVHFWRUDODUJHVKDUHRIWKHFUHDWHG
SURGXFWLVEHLQJXWLOL]HGE\WKHVWDWHVHFWRURIWKHHFRQRP\,QWKHVWDWHVHFWRUXVHG
SHUFHQWRI*’3LQ–SHUFHQW$VDUHVXOWRILPSOHPHQWHGVWUXFWXUDOUHIRUPVWKLV
VKDUHVKRXOGGHFUHDVHWRSHUFHQWZLWKDVLPXOWDQHRXVUHOD[DWLRQRIWKHSUHVVXUH
LPSRVHGE\WKHVWDWHVHFWRURQWKHHFRQRP\WKHFRQGLWLRQVRIIXQFWLRQLQJRIWKHSULYDWH
VHFWRUZLOOLPSURYHDQGQHZVWLPXOXVIRULQYHVWPHQWVLQIORZVLQ0ROGRYDZLOOHPHUJH

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
)ORZRI)XQGVHTXLOLEULXPPRGHODQGILQDQFLDOSURJUDPGHYHORSPHQW
$ILQDQFLDOSURJUDPLVDFRPSUHKHQVLYHVHWRISROLF\PHDVXUHVGHVLJQHGWRDFKLHYHD
JLYHQVHWRIPDFURHFRQRPLFJRDOV7KHVHJRDOVFRXOGVLPSO\EHWRPDLQWDLQDJLYHQOHYHORI
HFRQRPLFSHUIRUPDQFH0RUHRIWHQKRZHYHUWKHSROLFLHVDUHGHVLJQHGWRHOLPLQDWH
GLVHTXLOLEULXPEHWZHHQDJJUHJDWHGHPDQGDQGVXSSO\ZKLFKW\SLFDOO\PDQLIHVWVLWVHOILQ
EDODQFHRISD\PHQWSUREOHPVKLJKLQIODWLRQUDWHVDQGORZRUIDOOLQJRXWSXW
)LQDQFLDOSURJUDPVHPSKDVL]HWKHLPSRUWDQFHRIPRQHWDU\ILVFDODQGH[FKDQJH
UDWHSROLFLHVLQFRQWUROOLQJGRPHVWLFGHPDQGDQGFRUUHFWLQJEDODQFHRISD\PHQWV
GLVHTXLOLEULD+RZHYHUILQDQFLDOSURJUDPVDOVRLQFRUSRUDWHWKHHIIHFWVRIRWKHUSROLF\
PHDVXUHVPRVWSURPLQHQWO\WKRVHDLPHGDWLQFUHDVLQJDJJUHJDWHVXSSO\6XFKPHDVXUHV
VKRXOGKHOSPLQLPL]HWKHORVVHVLQRXWSXWDQGHPSOR\PHQWGXULQJWKHDGMXVWPHQWSHULRG
ZKLOHHYHQWXDOO\OHDGLQJWRDEDODQFHRISD\PHQWVSRVLWLRQWKDWLVVXVWDLQDEOH
)LQDQFLDOSURJUDPVDUHW\SLFDOO\GHVLJQHGWRUHVWRUHEDODQFHRISD\PHQWVYLDELOLW\DQG
PRUHJHQHUDOO\WRUHVWRUHPDFURHFRQRPLFVWDELOLW\)LQDQFLDOSURJUDPVEDVHGRQYLHZWKDW
PDFURHFRQRPLFVWDELOLW\LVDQHFHVVDU\FRQGLWLRQIRUHFRQRPLFJURZWK
6XVWDLQDELOLW\RIWKHEDODQFHRISD\PHQWVPD\EHDVVHVVHGZLWKUHIHUHQFHWRWKH
HYROXWLRQRIWKHFXUUHQWDFFRXQWRYHUWKHPHGLXPWHUP:KLOHFLUFXPVWDQFHVPD\YDU\IURP
RQHFRXQWU\WRDQRWKHULQJHQHUDOWHUPVDVXVWDLQDEOHH[WHUQDOFXUUHQWDFFRXQWSRVLWLRQPD\
EHGHILQHGDVRQHWKDWFDQEHILQDQFHGRQDODVWLQJEDVLVZLWKDGHTXDWHLQIORZV&XUUHQW
DFFRXQWEDODQFHDWWKHVDPHWLPHLVFRQVLVWHQWZLWKDGHTXDWHJURZWKSULFHVWDELOLW\DQGWKH
FRXQWU\¶VDELOLW\WRVHUYLFHIXOO\LWVH[WHUQDOGHEWVHUYLFLQJREOLJDWLRQV
$ILQDQFLDOSURJUDPFOHDUO\QHHGVWREHVHWLQDIRUZDUGORRNLQJWLPHIUDPHZRUN7KH
PHGLXPWHUPVFHQDULRVDUHJHQHUDOO\FRQVLGHUHGLQDWLPHKRUL]RQRIDERXWILYH\HDUV
7\SLFDOO\ILQDQFLDOSURJUDPVIRUIRUWKFRPLQJ\HDUDUHZRUNHGRXWLQFRQVLGHUDEOHGHWDLO
EHFDXVHRIWKHPRUHLPPLQHQWQHHGWRIRUPXODWHDFRPSUHKHQVLYHSDFNDJHRISROLF\
PHDVXUHV)RUHFDVWVRIWKHPRUHGLVWDQW\HDUVDUHOHVVGHWDLOHGRIWHQIRFXVLQJRQWKHEURDG
LPSOLFDWLRQVIRUH[WHUQDODGMXVWPHQWDQGDUHE\WKHLUQDWXUHOHVVFHUWDLQ
$QLQWHJUDWHGV\VWHPRIPDFURHFRQRPLFDFFRXQWVFRYHULQJQDWLRQDODFFRXQWVWKH
EDODQFHRISD\PHQWVDQGWKHILVFDODQGPRQHWDU\DFFRXQWVSURYLGHVWKHLQIRUPDWLRQQHHGHG
WRDVVHVVWKHSHUIRUPDQFHRIWKHHFRQRP\DQGWKHQHHGIRUSROLF\DGMXVWPHQWZLWKLQILQDQFLDO
SURJUDPPDLQWHQDQFH7KHDFFRXQWVDOVRSURYLGHDIUDPHZRUNIRUSROLF\DQDO\VLVDQG
LQGLFDWHNH\FRQVLVWHQF\FKHFNV7KHVHDFFRXQWLQJUHODWLRQVKLSVKLJKOLJKWWKHIDFWWKDWDQ\
VHFWRU¶VVSHQGLQJEH\RQGLWVLQFRPHPXVWEHILQDQFHGE\WKHVDYLQJVRIRWKHUVHFWRUVDQG
WKDWVXFKH[FHVVVSHQGLQJE\DQHQWLUHHFRQRP\LVSRVVLEOHRQO\ZKHQILQDQFHGIURPH[WHUQDO
VRXUFHV
7KHDFFRXQWLQJIUDPHZRUNPXVWEHFRPSOHPHQWHGE\WKHVSHFLILFDWLRQVRIDVHWRI
EHKDYLRUDOUHODWLRQVKLS7KHVHUHODWLRQVLQGLFDWHWKHW\SLFDOUHVSRQVHRIVRPHRIWKHYDULDEOHV
LQFOXGHGLQWKHDFFRXQWLQJIUDPHZRUNWRFKDQJHVLQRWKHUYDULDEOHV7KHEHKDYLRUDO
UHODWLRQVKLSVWRJHWKHUZLWKWKHDFFRXQWLQJLGHQWLWLHVIRUPDVFKHPDWLFTXDQWLWDWLYH
UHSUHVHQWDWLRQRU‡PRGHO·RIWKHUHOHYDQWHFRQRPLFSURFHVVHV
7KHEHKDYLRUDOUHODWLRQVKLSVWRJHWKHUZLWKDFFRXQWLQJIUDPHZRUNDQG)ORZRI)XQGV
WDEOHVFRQVLGHUHGDVDQDJJUHJDWHLVQDPHGWKH)ORZRI)XQGVHTXLOLEULXPPRGHO7KLVPRGHO
FDQEHXVHGWRDVVHVVWKHFKDQJHVLQSROLF\YDULDEOHVLHYDULDEOHVWKDWDUHXQGHUWKH
DXWKRULWLHV¶FRQWUROQHHGHGWRDFKLHYHJLYHQSROLF\REMHFWLYHV

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
)ORZRI)XQGVHTXLOLEULXPPRGHOFRQVLVWVRIVHFWRUVZKLFKFRPSULVHH[RJHQRXV
YDULDEOHV

6HFWRUV ([RJHQRXVYDULDEOHV
$VVXPSWLRQVDQGSROLF\
YDULDEOHV
5HDOJURZWKUDWHRI*’3
$QQXDOLQIODWLRQUDWHHQGSHULRG
$QQXDOLQIODWLRQUDWHDYHUDJHSHULRG
([FKDQJHUDWHHQGSHULRG
([WHUQDOGHEWVHUYLFLQJ *RYHUQPHQWGHEWVHUYLFHSD\PHQWVSULQFLSDO
*RYHUQPHQWGHEWVHUYLFHSD\PHQWVLQWHUHVW
*RYHUQPHQWQHZFUHGLWUHFHLYLQJ
1DWLRQDO%DQNGHEWVHUYLFHSD\PHQWVSULQFLSDO
1DWLRQDO%DQNGHEWVHUYLFHSD\PHQWVLQWHUHVW
1DWLRQDO%DQNQHZFUHGLWUHFHLYLQJ
3ULYDWHGHEWVHUYLFHSD\PHQWVSULQFLSDO
3ULYDWHGHEWVHUYLFHSD\PHQWVLQWHUHVW
3ULYDWHQHZFUHGLWUHFHLYLQJ
%DODQFHRISD\PHQWV &XUUHQWDFFRXQW
([SRUWVRIJRRGV
1HWLQFRPH
1HWUHPLWWDQFHV
1HWFXUUHQWWUDQVIHUV
&DSLWDODQG)LQDQFLDO$FFRXQW
’LUHFWLQYHVWPHQW
3RUWIROLRLQYHVWPHQW
)RUHLJQFXUUHQF\SXUFKDVHVE\1DWLRQDO%DQN
,QFUHDVHLQHQHUJ\DQGRWKHUDUUHDUVE\*RYHUQPHQW
1DWLRQDODFFRXQWV *URVVIL[HGLQYHVWPHQWSHUFHQWRI*’3
*RYHUQPHQWVHFWRULQYHVWPHQWSHUFHQWRI*’3
&KDQJHLQVWRFNVQRQJRYHUQPHQW
)LVFDODFFRXQW *HQHUDOJRYHUQPHQWUHYHQXHSHUFHQWRI*’3
*RYHUQFRQVXPSWLRQVKDUHLQQRQLQWHUHVW
H[SHQGLWXUH
,QWHUHVWSD\PHQWVIRUGRPHVWLFERUURZLQJ
1HWOHQGLQJ
6WDWHHQWHUSULVHVEDODQFH
2YHUDOOFDVKEDVLVEDODQFHSHUFHQWRI*’3
,QFUHDVHLQH[SHQGLWXUHDUUHDUV
1HWGRPHVWLFERUURZLQJIURPFRPPHUFLDOEDQNV
1HWGRPHVWLFERUURZLQJIURPQRQEDQNLQJVHFWRU
3ULYDWL]DWLRQLQFRPHLQ86’
3ULYDWL]DWLRQLQFRPHLQ0’/
0RQHWDU\VXUYH\ 1HWIRUHLJQDVVHWVIRUFRPPHUFLDOEDQNV
&ODLPVRQSXEOLFHQWHUSULVHVIURP1DWLRQDO%DQN
2WKHULWHPVQHW
%URDGPRQH\
&XUUHQF\LQFLUFXODWLRQ
6LJKWGHSRVLWV
7LPHGHSRVLWV
5HVLGHQWV
IRUHLJQFXUUHQF\GHSRVLWV
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
)ORZRI)XQGV(TXLOLEULXP0RGHOVWLSXODWHVDUDQJHRIOLPLWDWLRQVIRUWKHFRQWURORI
DGRSWHGDVVXPSWLRQVRIWKHILQDQFLDOSURJUDP7KHXWLOL]DWLRQRIOLPLWDWLRQVLQWKHSURJUDPLV
GHWHUPLQHGE\WKHQHHGIRUDGLYHUVLILHGFRRUGLQDWLRQRIWKHILQDOYHUVLRQRIWKHSURJUDP
UHVXOWHGDIWHUDFHUWDLQQXPEHURILWHUDWLRQV7KHIROORZLQJDUHWKHPDMRUOLPLWDWLRQVRIWKH
PRGHO
x ,QWHUQDWLRQDOUHVHUYHVLQPRQWKVRIWKHJRRGVDQGVHUYLFHLPSRUWV
x ([SRUW*’3
x ’RPHVWLFGHEWVWRFN%XGJHWH[SHQG
x ,QWHUQDWLRQDOUHVHUYHV%URDGPRQH\
x 9HORFLW\*’3%URDGPRQH\
’HVLJQDQGLPSOHPHQWDWLRQRIWKHILQDQFLDOSURJUDPHQYLVDJHFDUU\LQJRXWQXPEHURI
WKHVWHSV
6WHS,GHQWLI\WKHHFRQRPLFSUREOHPV
6WHS6HWREMHFWLYHVDQGPHDVXUHVIRULWDFKLHYHGGHWHUPLQHSROLF\SDFNDJHDQGWKH
LPSDFWRIPHDVXUHV
6WHS)RUHFDVWWKHHFRQRPLFGDWHXVLQJIORZRIIXQGVHTXLOLEULXPPRGHOZKLFK
HQYLVDJHVUHODWLRQVKLSVEHWZHHQPDFURHFRQRPLFDFFRXQWV
6WHS,WHUDWHSURMHFWLRQVWRDFKLHYHHFRQRPLFDQGDFFRXQWLQJFRQVLVWHQF\

)ORZRI)XQGVWDEOHVIRUSURMHFWLRQ

,QWKHSURFHVVRIHODERUDWLRQRIWKH)LQDQFLDO3URJUDPIRUWKHSHULRGXQWLOWKH
IROORZLQJPDMRUHFRQRPLFSUREOHPVRIWKHFRXQWU\ZHUHH[SRVHG
x &RQVXPSWLRQLQWKHJRYHUQPHQWVHFWRUVLJQLILFDQWO\H[FHHGVGLVSRVDEOHLQFRPHRI
WKHVHFWRUZKLFKOHDGVWRDQLQFUHDVHLQWKHH[WHUQDODQGLQWHUQDOGHEW%\
VWDWHGHEWUHDFKHGDFULWLFDOYDOXHWKHDPRXQWQHFHVVDU\IRULWVVHUYLFHGLVUXSWVWKH
HFRQRPLFVHFXULW\RIWKHFRXQWU\7KHHQHUJ\VHFWRUDFFRXQWVIRUDVLJQLILFDQW
SRUWLRQRIWKHGHEWWKDWUHTXLUHVXUJHQWUHVWUXFWXULQJ
x 7KHUHDOVHFWRURIWKHHFRQRP\LVLQVWDJQDWLRQLQYHVWPHQWLQWKLVVHFWRUUHDFKHG
DQH[WUHPHO\ORZOHYHODQGWKHVKDUHRILQIRUPDOHFRQRP\LVKLJK7KH5XVVLDQ
ILQDQFLDOFULVLVWULJJHUHGDGUDPDWLFIDOOLQ0ROGRYDQH[SRUWVGHHSHQLQJWKH
SUREOHPVRIWKHUHDOVHFWRU
x 7KHORZOHYHORIIRUHLJQH[FKDQJHUHVHUYHVGRHVQRWDOORZWRSURPRWHDWLJKW
SROLF\ZLWKUHJDUGWRWKHQDWLRQDOFXUUHQF\WKHWKUHDWRIFXUUHQF\GHYDOXDWLRQLV
SHUVLVWHQWZKLFKLQWKHFRQGLWLRQVRIDQRSHQFRXQWU\ZLOOUHVXOWLQKLJKLQIODWLRQ
UDWHV

7KHLPSOHPHQWDWLRQRIWKH)LQDQFLDO3URJUDPSXUVXHVWKHIROORZLQJPDMRUREMHFWLYHVRI
WKHPDFURHFRQRPLFSROLF\
x 7RDGMXVWVSHQGLQJWRUHYHQXHVLQWKHJRYHUQPHQWDOVHFWRUDQGWRDWWDLQE\WKH
HQGRIWKHSHULRGDEXGJHWVXUSOXVRISHUFHQWRI*’3
x $WWDLQDSHUFHQW\HDUO\JURZWKUDWHRI*’3E\WKHHQGRI3URJUDPSHULRG
x 5HGXFHLQIODWLRQWRSHUFHQWSHU\HDUE\WKHHQGRI3URJUDPSHULRG
x ,QFUHDVHLQWHUQDWLRQDOUHVHUYHVWRPRQWKVRIWKHJRRGVDQGVHUYLFHLPSRUWV
,QRUGHUWRDFKLHYHWKHREMHFWLYHVUDLVHGE\WKH3URJUDPDUDQJHRIPHDVXUHVVKRXOGEH
XQGHUWDNHQLQFOXGLQJWKHDFFHOHUDWLRQRIVWUXFWXUDOUHIRUPVLQWKHDUHDVUHODWHGWREXGJHWDU\
VSHQGLQJSHQVLRQV\VWHPUHIRUPHGXFDWLRQKHDOWKFDUHDQGVRRQWUDQVLWLRQWRD
TXDOLWDWLYHO\QHZOHYHORIEXGJHWPDQDJHPHQWDFFHOHUDWLRQRIWKHHQHUJ\VHFWRUDQGDJUDULDQ
UHIRUP,QRUGHUWRUHYLYHWKHUHDOVHFWRURIWKHHFRQRP\LWLVQHFHVVDU\WRHQVXUHWKHILVFDO
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GLVFLSOLQHWRJXDUDQWHHWKHSULYDWHSURSHUW\SURWHFWLRQWRHOLPLQDWHWKHEDUULHUVWR
PHUFKDQGLVHPRYHPHQWVWRZDUGVWKHJOREDOPDUNHWVWDNLQJLQWRFRQVLGHUDWLRQWKHDGKHUHQFH
WR:72DQGWKHIUHHWUDGHDJUHHPHQWVVLJQHGZLWKWKH(8FRXQWULHV7KHPHDVXUHVWRZDUGV
WKHUHDQLPDWLRQRIWKHUHDOVHFWRURIWKHHFRQRP\ZLOODOORZDWWUDFWLQJIORZVRIIRUHLJQ
LQYHVWPHQWPRVWO\LQWRH[SRUWRULHQWHGLQGXVWULHV,QRUGHUWRHQVXUHWKHVWDELOLW\RIWKH
0ROGRYDQOHLRQHVKRXOGLPSOHPHQWWKHSROLF\RIJURZWKRIFXUUHQF\UHVHUYHVRIWKHFRXQWU\
7KHSHULRGEHLQJIRUHFDVWHGLVFKDUDFWHUL]HGE\DVKLIWLQWKHHPSKDVLVRI
OHQGLQJSROLF\LQWKHJRYHUQPHQWDOVHFWRUWRZDUGVWKHJUDGXDOGLPLQLVKLQJRIWKHOHYHORIGHELW
REOLJDWLRQV7KHSHULRGLV
UHVHUYHGIRUWKHLPSOHPHQWDWLRQRIWKH
VWUXFWXUDOUHIRUPZKLOHWKH*RYHUQPHQW
ZLOOVWLOOXVHILQDQFLQJIURPWKHRWKHU
VHFWRUVRIWKHHFRQRP\SHUFHQWRI
*’3RUSHUFHQW*1’,J
3URFHHGLQJVIURPFDVKSULYDWL]DWLRQ
WHOHFRPPXQLFDWLRQDQGHQHUJ\VHFWRU
HQWHUSULVHVZLOOFXVKLRQDWWKHILUVWVWDJHV
WKHHIIHFWVRISOXPPHWHGORDQLQIORZV,Q
WKHDEVRUSWLRQFRQVXPSWLRQDQGLQYHVWPHQWZLOOEHEHORZWKH*1’,JLQGH[
WKHUHIRUHLQWKHJRYHUQPHQWDOVHFWRUZLOOEHFUHDWHGFRQGLWLRQVIRUWKHUHLPEXUVHPHQWRI
HDUOLHUUHFHLYHGORDQV7KHVH\HDUVWKHDPRXQWWREHUHSDLGZLOOFRQVWLWXWHSHUFHQWRI
*’3RUSHUFHQWRI*1’,J
,QWKHILQDQFLQJRIWKHSULYDWHVHFWRURIWKHHFRQRP\DWWKHH[SHQVHRIRWKHU
VHFWRUVZLOOFRQWLQXH7KHG\QDPLFVRIILQDQFLQJZLOOHYROYHIURPWRSHUFHQWRI*’3
RUIURPWRSHUFHQWRI*1’,S
7KHSRVLWLYHG\QDPLFVRIWKHVHLQGLFDWRUV
LVGHWHUPLQHGE\WKHDPHOLRUDWLRQRIWKH
LQYHVWPHQWFOLPDWHLQWKHFRXQWU\EDVHG
RQWKHLPSOHPHQWDWLRQRIVWUXFWXUDO
UHIRUPVRQWKHLQFUHDVHRIWKHVKDUHRI
WKHSULYDWHVHFWRURQWKHFRQVROLGDWLRQRI
LQYHVWRU¶VFRQILGHQFHLQLWDQGLQWKH
FRXQWU\RYHUDOO7KHUHDOL]DWLRQRIFDVK
SULYDWL]DWLRQSURJUDPZLOODOVRERRVW
LQYHVWRU¶VLQWHUHVWLQILQDQFLQJWKHSULYDWH
VHFWRUSURMHFWV
’XULQJWKHFRQVLGHUHGSHULRGWKH
OHYHORIILQDQFLQJRIWKHJRYHUQPHQW
VHFWRUIURPORFDOUHVRXUFHVZLOOEH
ZLWKLQPLOOLRQOHL7KHLQIORZV
RIIRUHLJQILQDQFLQJLQZLOOEH
YLUWXDOO\]HUREXWLQWKHIROORZLQJ\HDUV
LWZLOOEHGLUHFWHGRXWRIWKH
JRYHUQPHQWDOVHFWRUDQGZLOOFRQVWLWXWH
PLOOLRQOHL7KHWHQGHQF\RIWKH
JHQHUDOILQDQFLQJRIWKHJRYHUQPHQWDO
VHFWRUZLOOVKLIWGXULQJWKHSURJUDPSHULRGIURPPLOOLRQOHLLQWRPLOOLRQOHLLQ
 
1RQILQDQFLDO%DODQFHRI*RYHUQPHQW6HFWRU
2SHUDWLRQV
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7KHPDLQLQIORZVRIIRUHLJQILQDQFLQJRIWKHJRYHUQPHQWDOVHFWRUGXULQJWKHSURJUDP
SHULRGLQFOXGHQHWIRUHLJQERUURZLQJDQGSULYDWL]DWLRQLQFRPHE\IRUHLJQLQYHVWRUV$FFRUGLQJ
WRWKHSURJUDPRIFDVKSULYDWL]DWLRQDQGLQGLYLGXDOSULYDWL]DWLRQSODQVWKHPDLQDUWLFOHVRI
UHYHQXHVZLOOEHWKHSURFHHGLQJVIURPHQHUJ\VHFWRUDQGWHOHFRPPXQLFDWLRQSULYDWL]DWLRQ7KH
DYHUDJHIRUHFDVWHG\HDUO\UHYHQXHVIURPSULYDWL]DWLRQE\IRUHLJQLQYHVWRUVDUHPLOOLRQOHL
1HWIRUHLJQERUURZLQJLVFDOFXODWHGDVWKH
GLIIHUHQFHEHWZHHQGUDZLQJVQHZFUHGLWV
LQIORZVDQGDPRUWL]DWLRQRIWKHODVWFUHGLWV
UHFHLYHG$VDUHVXOWRIWKHUHVWUXFWXULQJRI
WKHIRUHLJQGHEWDQGRIWKHSROLF\RI
OLPLWDWLRQRIIRUHLJQERUURZLQJRQWKHRQH
KDQGDQGRIHFRQRP\RIEXGJHWUHVRXUFHV
LQRUGHUWRORZHUWKHRYHUDOOOHYHORI
IRUHLJQGHEWRQWKHRWKHUKDQGQHWIRUHLJQ
ERUURZLQJZLOOLQFUHDVHIURPPLOOLRQ
OHLLQWRPLOOLRQOHLLQ)RUDORQJHUWHUPIRUHFDVWRQHVKRXOGPHQWLRQD
GUDPDWLFGURSLQWKDWLQGH[WRPLOOLRQOHL
7KHIRUHLJQGLUHFWLQYHVWPHQWZLOOSOD\DQLQFUHDVLQJUROHLQWKHVWUXFWXUHRISULYDWHVHFWRU
ILQDQFLQJ’XULQJWKHIRUHFDVWHGSHULRG)’,ZLOO
LQFUHDVHIURPPLOOLRQOHLLQWR
PLOOLRQOHLLQ7KHYROXPHRIQHWIRUHLJQ
ERUURZLQJZLOOLQFUHDVHIURPWRPLOOLRQ
OHLLQWKHSHULRGHQGLQJLQ7KHERRVWLQWKH
DPRXQWRISULYDWHVHFWRUILQDQFLQJIURP
PLOOLRQOHLLQWKHEHJLQQLQJRIWKHSURJUDPSHULRG
WRPLOOLRQOHLDWWKHHQGZLOODOORZ
VXUSDVVLQJWKHQHJDWLYHWHQGHQFLHVLQWKH
GHYHORSPHQWRIWKHUHDOHFRQRP\ZLOOLQFUHDVH
WKHH[SRUWSRWHQWLDORIWKHFRXQWU\DQGZLOOFUHDWH
WKRXVDQGVZRUNLQJSODFHV
7KHLQFUHDVHGUROHRIWKHSULYDWHVHFWRURIWKHHFRQRP\LVUHIOHFWHGLQWKHDPRXQWVRI
VHFWRUVVSHQGLQJ,IGXULQJWKHSURJUDP
SHULRGJRYHUQPHQWVHFWRUH[SHQGLWXUHZLOO
LQFUHDVHIURPRQO\WRPLOOLRQOHL
SULYDWHVHFWRUH[SHQGLWXUHZLOOERRVWIURP
WRPLOOLRQOHL7KXVWKHVKDUH
RISULYDWHVHFWRUH[SHQGLWXUHLQRYHUDOO
H[SHQGLWXUHRIWKHFRXQWU\ZLOOLQFUHDVH
IURPWRSHUFHQW%\WKHHQGRI
SURJUDPSHULRGWKHSULYDWHVHFWRUZLOOSOD\
DPDMRUUROHLQWKHHFRQRPLFGHYHORSPHQW
RI0ROGRYD
$WWKHHQGRISURJUDPSHULRGWKHLPSRUWVRIJRRGVDQGVHUYLFHVZLOOEHFRYHUHGE\
LQWHUQDWLRQDOUHVHUYHVRIXSWRPRQWK’RPHVWLFGHEWVWRFNZLOOQRWH[FHHG–SHUFHQWRI
FRQVROLGDWHJHQHUDOJRYHUQPHQWEXGJHWH[SHQGLWXUHV%\WKHOHYHORIVWDWHGHEWZLOO
FRQVWLWXWHSHUFHQWRI*’3LQDORQJHUUXQWLPHIUDPHWKLVLQGLFDWRUZLOOGHFUHDVHWR
SHUFHQW7KXVGXULQJWKHSURJUDPSHULRGFRQGLWLRQVIRUWKHHIIHFWLYHIXQFWLRQLQJRI0ROGRYDQ
HFRQRP\ZLOOEHFUHDWHGERWKLQWKHJRYHUQPHQWDODQGLQWKHSULYDWHVHFWRU
)RUHLJQ)LQDQFLQJIRU*RYHUQPHQW6HFWRUPOQOHL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1HWIRUHLJQERUURZLQJ 3ULYDWL]DWLRQE\IRUHLJQLQYHVWRUV
’HEWDQGHQHUJ\DUUHDUVUHVFKHG )RUHLJQWRWDO
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1HWIRUHLJQERUURZLQJ ’LUHFWLQYHVWPHQW )RUHLJQWRWDO
([SHQGLWXUHVE\6HFWRUV2SHUDWLRQV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7RWDOH[SHQGLWXUH 3ULYDWHVHF WRUH[SHQG *RYHUQPHQWVHFWRUH[SHQG
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0RGHOLQJWKHEXGJHWUHYHQXHV
7KHPRGHOGHYHORSHGE\,($*&$6(LVGHVLJQDWHGWRHQKDQFHWKHWD[IRUHFDVWLQJ
FDSDELOLWLHVRIWKH*RYHUQPHQWDQGLVH[SHFWHGWRIDFLOLWDWHWKH*RYHUQPHQWLQGHVLJQLQJLWV
EXGJHWSROLF\,WLVEDVHGRQDVHWRIHFRQRPHWULFHTXDWLRQVWKDWUHIOHFWWKHLQIOXHQFHRIWKH
UHDOHFRQRP\GHYHORSPHQWVRQWKHUHYHQXHVIURPWD[FROOHFWLRQ
7KLVPRGHOKDVFRPPRQJRDOVZLWKWKHSURMHFW‡0HGLXP7HUP)LQDQFLDO3ODQQLQJ·
07)3LPSOHPHQWHGE\*7=–*HUPDQ7HFKQLFDO$VVLVWDQFH$JHQF\–LQ0ROGRYD)XUWKHU
FRRSHUDWLRQZLOODOORZIRUDQDGMXVWPHQWDQGPRGHUQL]DWLRQRIWKHPRGHOWDNLQJLQWRDFFRXQW
DVSHFWVRIPHGLXPWHUPILQDQFLDOSODQQLQJ
)LVFDOSROLF\LQ0ROGRYD
,WLVZHOOHVWDEOLVKHGWKDWWUDQVLWLRQFRXQWULHVWKDWLPSOHPHQWHGWLJKWILVFDOSROLF\
UHVXPHGWKHJURZWKVRRQHUDQGLWZDVERWKPRUHVWDEOHDQGKLJKHULQFRPSDULVRQWR
FRXQWULHVZLWKODUJHDQGXQVXVWDLQDEOHEXGJHWGHILFLWVDQGDVVRFLDWHGKLJKOHYHOVRI
JRYHUQPHQWVSHQGLQJ0DFURHFRQRPLFGHYHORSPHQWVLQ0ROGRYDLQODVW\HDUVH[KLELWVWULNLQJ
FRQWUDVWEHWZHHQFRQVHTXHQWWLJKWPRQHWDU\SROLF\DQGORRVHDUJXDEO\XQVXVWDLQDEOHILVFDO
SROLF\:KLOHWKHLQIODWLRQDQGPRQHWDU\DJJUHJDWHVVKRZORZG\QDPLFVQRWDFKLHYHG\HW
HYHQE\WKHPRVWDGYDQFHGWUDQVLWLRQHFRQRPLHVEXGJHWGHILFLWVKDUHLQ*’3H[KLELWHG
DOPRVWGRXEOHGLJLWYDOXHV7KHPRVWDSSDUHQWUHVXOWRIVXFKSROLF\ZDVUDSLGDFFXPXODWLRQ
RIIRUHLJQGHEW,WPD\EHDUJXHGWKDWWKHUHGXFWLRQRIVWDWHEXGJHWGHILFLWLVWKHPRVW
LPSRUWDQWFRQGLWLRQIRUPHGLXPWHUPVWDELOL]DWLRQDQGJURZWKRI0ROGRYDQHFRQRP\
7KUHHIDFWRUVGULYHILVFDOSROLF\RI0ROGRYDQJRYHUQPHQW7KHILUVWRQHLVWKHJHQHUDO
UHFHVVLRQWKDWUHGXFHVWKHWD[EDVH6HFRQGIDFWRULVWKHLQDELOLW\RIILVFDODGPLQLVWUDWLRQWRFROOHFW
WD[HVZKLFKLVDUHVXOWRIWKHZLGHVSUHDGWD[HYDVLRQDQGFRUUXSWLRQ7KLUGIDFWRULVWKHDEVHQFH
RIWKHSURSHUDGMXVWPHQWRQWKHH[SHQGLWXUHVLGH7KLVLQHUWLDRIH[SHQGLWXUHFRPPLWPHQWVGHULYHV
IURPWKHDEVHQFHRIDSROLWLFDOJURXSWKDWZRXOGJDWKHUWKHSXEOLFVXSSRUWIRUH[SOLFLWFRQVWUDLQW
RIVRFLDOH[SHQGLWXUHV8QVXVWDLQDEOHILVFDOLPEDODQFHVDUHWKHUHIRUHDUHVXOWRIWKHP\RSLDRI
0ROGRYDQSROLF\PDNHUVDQGFRPPRQVXEVWLWXWLQJWKHUHDOLVWLFIRUHFDVWVZLWKZLVKIXOWKLQNLQJ$V
ORQJDVWKHSUDFWLFHRIXQMXVWLILDEOHUDLVLQJRIUHYHQXHVLGHLQWKHEXGJHWSURFHVVLVFRQWLQXHGDQG
UHDOLVWLFIRUHFDVWVDUHQHJOHFWHGWKHFKDQFHVIRUVXVWDLQDEOHDQGHIILFLHQWILVFDOSROLF\DUHORZ
7KHFRQVHTXHQFHVRIXQUHDOLVWLFIRUHFDVWV
$VFUHGLWRUVDUHUHOXFWDQWWRILQDQFHXQH[SHFWHGLQFUHDVHLQJRYHUQPHQWLPEDODQFHV
DGGLWLRQDOERUURZLQJVSURYHWREHFRVWO\ZKLFKDGGVXSWRDOUHDG\KHDY\EXUGHQRIGHEWVHUYLFH
+RZHYHUDVWKHH[SHULHQFHVKRZVWKHORZHUWKDQH[SHFWHGUHYHQXHVDUHRQO\SDUWO\UHIOHFWHGLQ
WKHLQFUHDVHGFDVKGHILFLW,QVWHDGWKHEXGJHWLVIRUFHGWRZLWKKROGLWVGXHH[SHQGLWXUHV7KH
H[SHQGLWXUHDGMXVWPHQWWKDWVKRXOGKDYHWDNHQSODFHLQWKHEXGJHWLQJSURFHVVLVWKHUHIRUH
SRVWSRQHGWRWKHODWHUGDWHDQGKHQFHRQHPD\DUJXHWKDWWKHSUREOHPRIXQUHDOLVWLFIRUHFDVWVLV
PLQRU7KHUHLVKRZHYHUDELJGLIIHUHQFHEHWZHHQSODQQHGUHGXFWLRQLQH[SHQGLWXUH
FRPPLWPHQWVDQGDGKRFZLWKKROGLQJRIEXGJHWH[SHQVHV
:KHQUHYHQXHSODQVDUHQRWUHDOL]HGWKHJRYHUQPHQWLVSURQHWRDFFXPXODWH
H[SHQGLWXUHDUUHDUV:HGRQRWZLVKWRQDPHKHUHQHJDWLYHFRQVHTXHQFHVRIDUUHDUVE\QRZ
WKH\VHHPWREHREYLRXVWRHYHU\ERG\LQ0ROGRYD,WDOVRVHHPVSROLWLFDOO\LPSRVVLEOHWR
LQFUHDVHWKHVWRFNRIDUUHDUVHYHQIXUWKHULQ,QUHVSRQVHWRORZHUWKDQH[SHFWHG
UHYHQXHVWKHJRYHUQPHQWLVDOVROLNHO\WRLQWURGXFHDFURVVWKHERDUGFXWVLQH[SHQGLWXUHV
7KLVVROXWLRQDOWKRXJKIDYRUDEOHLQVKRUWHUWHUPRQO\DJJUDYDWHVWKHIXQGDPHQWDOSUREOHPRI
0ROGRYDQSXEOLFILQDQFHWKHDEVHQFHRISULRULWL]DWLRQRIEXGJHWH[SHQVHV$GKRFFXWVDUH
XVXDOO\PDGHDFFRUGLQJWRWKHSROLWLFDOVHQVLWLYHQHVVRIH[SHQGLWXUHVWKHUHIRUHWKHDOORFDWLRQ
RIVFDUFHSXEOLFUHVRXUFHVLVLQFUHDVLQJO\EDVHGXSRQWKHUHODWLYHVWUHQJWKRIJURXSVRI
LQWHUHVWVDQGH[WUDSRODWLRQRIH[LVWLQJVSHQGLQJSDWWHUQV’LVWULEXWLRQRIH[SHQGLWXUHVEDVHG
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RQHFRQRPLFRUHTXLW\FRQVLGHUDWLRQVZRXOGRQO\EHSRVVLEOHLIWKHJRYHUQPHQWVWDUWVWR
UHDOLVWLFDOO\DVVHVVLWVVSHQGLQJFDSDELOLWLHVLQWKHEXGJHWLQJSURFHVV7KHIDLOXUHWRJDWKHU
DQWLFLSDWHGUHYHQXHVDQGPDNHIRUHVHHQH[SHQVHVSXVKHVDOVRWKHJRYHUQPHQWWRZDUGV
LQYROYHPHQWLQGXELRXVQRQFDVKRSHUDWLRQVWKDWERWKGHFUHDVHWKHHIILFLHQF\RIWKH
JRYHUQPHQWDQGGLVWRUWHFRQRPLFOLIHLQ0ROGRYD
0RGHOVYVLQWXLWLRQDQGH[SHULHQFH
7KHUHDUHVHYHUDOUHDVRQVWRPRGHOERWKWKHH[SHQGLWXUHDQGUHYHQXHVLGHRIWKH
EXGJHW7KHILUVWDQGIRUHPRVWUHDVRQLVWKDWWKHPRGHOSURYLGHVUHODWLYHO\REMHFWLYH
DVVHVVPHQWRIWKHILVFDOSROLF\FDSDELOLWLHV&RQVHTXHQWO\LWSURYLGHVLQIRUPDWLRQRQWKHQHHG
IRUSROLF\DGMXVWPHQW6HFRQGO\LWDOORZVIRUPRUHWUDQVSDUHQWIRUPXODWLRQRIWKHSROLF\
WDUJHWVDQGLQVWUXPHQWVQHFHVVDU\WRDFKLHYHWKHVHWDUJHWV7KLUGO\LWKHOSVWRXQGHUOLQHOLQNV
EHWZHHQYDULRXVHFRQRPLFIDFWRUVWKDWDUHQRWDSSDUHQWRWKHUZLVH7KHEXGJHWUHYHQXH
PRGHOVDUHWKHUHIRUHZLGHO\XVHGQRWRQO\E\QDWLRQDOILVFDODXWKRULWLHVEXWDOVRE\
LQWHUQDWLRQDOOHQGHUVZKHQDVVHVVLQJWKHYLDELOLW\RISODQQHGILVFDOSROLF\
7KHIRUHFDVWLQJSURFHVVFDQEHYLHZHGDVWKHVSHFWUXPRIDSSURDFKHVZLWKSXUHO\
PDWKHPDWLFDOPHWKRGVDWRQHH[WUHPHDQGSXUHO\VXEMHFWLYHPHWKRGRQWKHRWKHU
0DWKHPDWLFDOPRGHOVDUHEDVHGRQWKHTXDQWLWDWLYHDQDO\VLVDQG\LHOGWKHUHVXOWVWKDWDUH
LQGHSHQGHQWRISROLWLFDOLQWHUHVWVDQGVXEMHFWLYHRSLQLRQV7UXHPDWKHPDWLFDOPRGHOVFDQQRW
LQFRUSRUDWHDOOLQWXLWLRQDQGH[SHULHQFHRIWKHVWDIILQWKH0LQLVWU\RI)LQDQFH)RUHFDVWV
EDVHGH[FOXVLYHO\RQWKHVXEMHFWLYHYLHZVDUHKRZHYHUGLIILFXOWWRGHIHQGVHQVLWLYHWRSROLWLFDO
SUHVVXUHVDQGPD\EHZURQJLQWKHILUVWSODFH0ROGRYDQH[SHULHQFHVKRZVWKDWIRUHFDVWVRI
0LQLVWU\RI)LQDQFHWHQGQRWWRDFNQRZOHGJHWKHUHDOPDFURHFRQRPLFSHUIRUPDQFHQRWWR
DFFRXQWIRUORZOHYHORIWD[FRPSOLDQFHDQGWRQRWIXOO\UHIOHFWWKHLPSDFWRIH[HPSWLRQVRQ
HIIHFWLYHWD[UDWH0DWKHPDWLFDOPRGHOVDUHUHODWLYHO\SURYHWRVXFKHUURUVDQGDUHQRWUHDGLO\
LQIOXHQFHGE\WKHSROLWLFDOSUHVVXUHV$OVRWKHPRGHOJXDUDQWHHVVRPHWLPHFRQVLVWHQF\RI
IRUHFDVWVHYHQXQGHUKLJKHUWXUQRYHURI0LQLVWU\RI)LQDQFHHPSOR\HHVGXHWRWKHFKDQJLQJ
FDELQHWVRUDQ\RWKHUUHDVRQV
7KHGHYHORSPHQWRIPRGHO
7KHVLPSOHVWPDWKHPDWLFDOPHWKRGRIWD[UHYHQXHSURMHFWLRQVLVWKHH[WUDSRODWLRQRIWKH
UHFHQWWUHQGVLQWKHFROOHFWLRQVIRUH[DPSOHWKHUHDOWHUPFKDQJHVFKDQJLQJVKDUHLQ*’3
HWF$VVXFKIRUHFDVWVGRQRWUHIOHFWWKHH[WHQWRIWKHFKDQJHVRIWD[EDVHDQGWKHLULPSDFW
RQWKHWD[FROOHFWLRQ7KHLGHQWLILFDWLRQRIOLQNVIURPWKHFKDQJHVLQWD[EDVHWRWKHFKDQJHV
LQWKHFROOHFWLRQLVWKHUHIRUHWKHQHFHVVDU\FRQGLWLRQIRUSUHFLVHIRUHFDVWLQJ
7REHLQWHUHVWLQJIRUSROLF\PDNHUVWKHIRUHFDVWVKDYHWREHEDVHGRQWKHEHKDYLRUDO
UHODWLRQVKLSVLQWKHHFRQRP\,WPHDQVWKDWWKHIRUHFDVWHGUHYHQXHVDUHQRWGHULYHGRQ
SRWHQWLDODQGOHJDOUHODWLRQVKLSVEHWZHHQWD[EDVHDQGWD[FROOHFWLRQEXWUDWKHURQWKHUHDOOLIH
UHVSRQVHRIFROOHFWLRQWRYDULRXVFKDQJHVLQHFRQRPLFHQYLURQPHQW7KHPRGHOUHSUHVHQWVWKH
W\SLFDOHFRQRPLFSURFHVVHVLQWKHUHYHQXHFROOHFWLRQSURFHVV,GHDOO\WKHPRGHODOVRUHIOHFWV
WKHSRVVLEOHUHVXOWVRIFKDQJHVRIYDULDEOHVWKDWDUHXQGHUWKHFRQWURORIDXWKRULWLHVRQWKH
UHYHQXHWDUJHW$VWKHGHSHQGHQWYDULDEOHLVWKHDFWXDOFROOHFWLRQRIWD[HVWKHPRGHOE\
GHILQLWLRQDFFRXQWVIRUHIIHFWVRIWD[HYDVLRQWD[H[HPSWLRQVRQWKHFROOHFWLRQRIUHYHQXHV
7KHPRGHORIILVFDOUHYHQXHVSUHVHQWHGE\,($*&$6(LVEDVHGRQWKHVHWRIH[WHUQDO
DVVXPSWLRQVUHODWHGWRWKHPDFURHFRQRPLFGHYHORSPHQWVRI0ROGRYDWKDWDUHH[RJHQRXVWR
WKHPRGHOWKHPRGHOGRHVQRWDWWHPSWWRIRUHFDVW*’3JURZWKRULWVFRPSRVLWLRQ
&RQVHTXHQWO\WKHUHLVQRIHHGEDFNIURPWD[FROOHFWLRQWRWKHGHYHORSPHQWRIUHDOHFRQRP\
RUSULFHV6XFKSDUWLDOHTXLOLEULXPDSSURDFKPD\EHMXVWLILHGE\UHTXLUHPHQWVRI
x WUDFWDELOLW\RIWKHPRGHOQHFHVVDU\IRULWVUROHDVDSUDFWLFDOWRROIRUSROLF\PDNHUV
x IRFXVRQVKRUWWHUPIRUHFDVWV\HDUWLPHKRUL]RQ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x LQVWLWXWLRQDODUUDQJHPHQWV–LQ0ROGRYDDVLQPRVWFRXQWULHVUHYHQXHIRUHFDVWLQJ
LVWKHUROHRI0LQLVWU\RI)LQDQFHWKDWLPSRUWVWKHPDFURHFRQRPLFIRUHFDVWVIURPRWKHU
JRYHUQPHQWLQVWLWXWLRQV0LQLVWU\RI(FRQRP\
x ZHDNVWDWLVWLFDOEDVHFRUUHFW*’3PRGHOLQJUHTXLUHVWKHDFFXUDWHLQIRUPDWLRQRQ
WKHFRPSRQHQWVRI*’3DQGVXFKLQIRUPDWLRQRQ0ROGRYDLVXQDYDLODEOH
0DMRUWD[FDWHJRULHVDUHIRUHFDVWHG7KHEUHDNGRZQRIWD[UHYHQXHVZDVGRQHLQRUGHU
WRILQGDEDODQFHEHWZHHQWKHQHHGWRVHSDUDWHUHYHQXHVZLWKGLIIHUHQWOHJDOUHJXODWLRQVDQG
WKHSUHIHUHQFHIRUIRUHFDVWLQJEURDGWD[FDWHJRULHVZLWKPRUHVWDEOHDQGVXEVWDQWLDO
FRQWULEXWLRQV3UR[LHVIRUWD[EDVHIRUHDFKFDWHJRU\DUHSURYLGHG7KHRUHWLFDOO\WKHVHVKRXOG
FRUUHVSRQGWRWKHOHJDOWD[EDVHRIWKHJLYHQWD[+RZHYHUDVEURDGFDWHJRULHVRIWD[HVDUH
FRQVLGHUHGDQGWKH\FRYHULPSRUWDQWSDUWVRIRYHUDOOHFRQRPLFDFWLYLW\LWLVFKRVHQWRXVH
QDWLRQDODFFRXQWDQGEDODQFHRISD\PHQWLWHPVDVSUR[LHVIRUWKHWD[EDVH$VVXFKWKHPRGHO
GRHVQRWUHTXLUHYHU\GHWDLOHGLQIRUPDWLRQRQHQWLWLHVWKDWDUHVXEMHFWWRWD[DWLRQ)RUWKH
VFDUFLW\RIVXFKGDWDWKLVIHDWXUHLVWKHDGGLWLRQDODGYDQWDJHRIWKHPRGHO
/LPLWDWLRQVRIWKHPRGHO
7KHLQFLGHQFHRIVWUXFWXUDOUHIRUPVSROLF\VKLIWVDQGH[RJHQRXVVKRFNVOHDGWRUHGXFHG
FUHGLELOLW\RIHVWDEOLVKHGEHKDYLRUDOUHODWLRQVKLSV7KHUHLVDOVRWKHSUREOHPRIWKHWLPLQJRI
WKHLPSDFWRIFKDQJHVRQWKHSUHGLFWHGWD[FROOHFWLRQV,QPDQ\FDVHVWKHVROHH[SHFWDWLRQVRI
VRPHSROLF\VKLIWVPD\OHDGWRFKDQJHVLQWKHSURFHVVRIFROOHFWLRQJHQHUDWLRQ7KHPRVW
UHFHQWH[DPSOHRIWKLVVRUWUHODWHVWRWKHVXUJHLQWKHUHJLVWHUHGLPSRUWH[SRUWWUDQVDFWLRQVLQ
WKHODVWGD\VRI’HFHPEHULQWKHHYHRIWKHFKDQJHRI9$7SULQFLSOHLQWKHWUDGHZLWK
5XVVLDDQG%HODUXV
7KHDQDO\VLVRI0ROGRYDGRHVQRWUHYHDOKRZHYHUWKHVWURQJLQIOXHQFHRIILVFDO
UHJXODWLRQRQWD[FROOHFWLRQ7KHEHVWNQRZQH[DPSOHLVWKHFROOHFWLRQRIH[FLVHWD[HVLQ
ZKLFKWKHJURZWKLQWD[UDWHVGLGQRWOHDGWRDQ\LQFUHDVHLQUHYHQXHV0RUHRYHUPDQ\RIWKH
FKDQJHVLQWKHWD[UHJLPHKDGUDWKHULPSOLFLWDQGWKHUHIRUHGLIILFXOWWRTXDQWLI\FKDUDFWHU7KH
REYLRXVH[DPSOHLVWKHFKDQJLQJZLOOLQJQHVVRIDXWKRULWLHVWRJUDQWWD[H[FHSWLRQVDQG
DPQHVWLHV2QWKHRWKHUKDQGUHYHQXHVFROOHFWHGWKURXJKWKHQRQFDVKWUDQVDFWLRQVPDNHWKH
LQWHUSUHWDWLRQRIWKHUHVXOWVOHVVVWUDLJKWIRUZDUG
7KHJRRGUHVXOWVRIHFRQRPHWULFLQWHUIHUHQFHGHSHQGFUXFLDOO\RQWKHGDWDTXDOLW\DQG
QXPEHURIREVHUYDWLRQVDYDLODEOH%RWKIDFWRUVUHGXFHWKHUHOLDELOLW\RIUHVXOWVDVDSSOLHGWR
0ROGRYD(VSHFLDOO\WKHDYDLODEOHGDWDRQWKHQDWLRQDODFFRXQWVLVRIGRXEWIXOTXDOLW\$OVR
DQDO\]HGWLPHVHULHVWKDWH[KLELWHGVPRRWKGHYHORSPHQWGXULQJWKHSHULRGRIWLPH
ZHUHVXEMHFWWRVKDUSPRYHPHQWVLQWKHVHFRQGKDOIRI7KHUHIRUHVRPHRIVWUXFWXUDO
UHODWLRQVKLSVGLVFRYHUHGLQWKHGDWDDUHQRWOLNHO\WRSHUWDLQDIWHUZDUGV
0RQWKO\YV4XDUWHUO\0RGHO
7KHPRQWKO\GDWHPRGHOSURYLGHVWKHQXPEHURIREVHUYDWLRQWKDWLVVXIILFLHQWIRU
HFRQRPHWULFLQWHUIHUHQFH5HVXOWVRIHVWLPDWLRQVDUHWKHUHIRUHVWDWLVWLFDOO\VDWLVIDFWRU\DQG
UHODWLYHO\UHOLDEOH+RZHYHUWKH\DUHUDWKHUXQVDWLVIDFWRU\IURPWKHHFRQRPLFSRLQWRIYLHZ
DVWKHVSHFLILFDWLRQLVQRWZHOOXQGHUSLQQHGE\WKHHFRQRPLFWKHRU\RUWKHHFRQRPLFLQWXLWLRQ
(VSHFLDOO\WKHRYHUZKHOPLQJUROHRIH[SRUWVLQWKHWD[UHYHQXHJHQHUDWLRQSURFHVVLVGLIILFXOW
WRH[SODLQ
,QWURGXFWLRQRIVRPHDGGLWLRQDOYDULDEOHVZKLFKDUHUHSRUWHGE\WKHVWDWLVWLFDO
DXWKRULWLHVRQO\RQTXDUWHUO\EDVLVHOLPLQDWHVWKHSUREOHP6SHFLILFDOO\WKHVHDUHDFWLYLWLHVLQ
WUDGHEDQNLQJVHFWRUWUDQVSRUWDQGRWKHUVHUYLFHVWKDWGLUHFWO\GHWHUPLQHWKHWD[FROOHFWLRQLQ
0ROGRYD7KHUROHRIDJULFXOWXUHDQGLQGXVWU\SURGXFWLRQLVUHODWLYHO\OLPLWHG0RUHRYHU
SHUIRUPDQFHRIVHUYLFHVWKDWDUHUHSRUWHGLQQDWLRQDODFFRXQWVDV‡RWKHUDFWLYLWLHV¶¶LVKLJKO\
FRUUHODWHGWRWKHH[SRUWVZKDWSURYLGHVWKHOLQNEHWZHHQWD[UHYHQXHVDQGH[SRUWVREVHUYHG
LQWKHPRQWKO\PRGHO
0RGHOLQJWKHEXGJHWUHYHQXHV
&,65$SULO02/’29$,175$16,7,21 
0RGHOGHVFULSWLRQ
7KHPRGHOXVHVWKHIROORZLQJYDULDEOHV
$ ’HSHQGHQW9DULDEOHV
x ’LUHFWWD[HV
x UHYHQXHVIURPWKHLQGLYLGXDOLQFRPHWD[
x UHYHQXHVIURPWKHFRUSRUDWHLQFRPH
SURILWWD[
x ,QGLUHFWWD[HV
x UHYHQXHVIURPWKH9$7
x UHYHQXHVIURPWKHH[FLVHWD[
x 5HYHQXHVIURPWD[HVLQH[WHUQDOWUDGH
&XUUHQWSULFHVPLOOLRQVRIOHL
%,QGHSHQGHQW9DULDEOHV
x LQGXVWULDOSURGXFWLRQPLOOLRQVRIOHLFXUUHQWSULFHV
x DJULFXOWXUDOSURGXFWLRQPLOOLRQVRIOHLIL[HGSULFHV
x VHUYLFHVPLOOLRQVRIOHLIL[HGSULFHV
x H[SRUWVPLOOLRQVRI86GROODUV
x LPSRUWVPLOOLRQVRI86GROODUV
x LQIODWLRQUDWH
7KHGDWDVDPSOHFRQWDLQVREVHUYDWLRQVZLWKLQWKHSHULRG-DQ–1RY
REVHUYDWLRQVIRUWKHPRQWKO\YHUVLRQDQGZLWKLQ4–4,,,REVHUYDWLRQVLQ
FDVHRIWKHTXDUWHUO\YDULDQW
,QWKHILUVWFDVHDOOYDULDEOHVDUHGHIODWHGE\&3,H[FHSWH[SRUWVZKLFKDUHH[SUHVVHGLQ
PLOOLRQVRI86’,QWKHTXDUWHUO\PRGHODOOYDULDEOHVDUHH[SUHVVHGLQQRPLQDOWHUPV
0RQWKO\0RGHO
x ,QGLYLGXDO,QFRPH7D[
’,1&20( ’$*5’(;3257>$5 
0$ @
x &RUSRUDWH3URILW7D[
/2*352),7 #6($6>$5 $5 0$ 
@
x 9$7
9$7 (;3257#6($6#6($6
$*5>$5 @
x ([FLVH7D[
’/2*(;&,6( ’/2*(;3257’/2*(;3257
’/2*(;3257>$5 @
x &XVWRPWDULIIV
/2*’87< /2*,1’/2*(;3257
/2*(;3257’>0$ @
4XDUWHUO\0RGHO
x ,QGLYLGXDO,QFRPH7D[
’,1&20( ’,1’’27+(5’(;3257
x &RUSRUDWH3URILW7D[
’352),7 ’27+(5’(;3257
x 9$7
’9$7 ’$*5’,1’’27+(5
x ([FLVH7D[
’(;&,6( ’27+(5’$*5’
x &XVWRPWDULIIV
/2*’87< /2*,03257’>0$ 
%$&.&$67 @
0$&52(&2120,&02’(/,1*
&,65$SULO02/’29$,175$16,7,21
,QRUGHUWRIRUHFDVWWKHIXWXUHUHYHQXHVZHXVHGWKHIROORZLQJDVVXPSWLRQV
 UDWHRIJURZWKRIUHDOLQGXVWULDOSURGXFWLRQLQ
 UDWHRIJURZWKRIUHDODJULFXOWXUHSURGXFWLRQLQ
 UDWHRIJURZWKRIH[SRUWVLQ
 LQIODWLRQUDWHLQ
$FWXDODQG)LWWHG9DOXHVDUHSUHVHQWHGLQWKHIROORZLQJJUDSKVIRUWKHTXDUWHUO\PRGHO












      
5HVLGXDO $FWXDO )LWWHG
’,1&20(










      
5HVLGXDO $FWXDO )LWWHG
’352),7












      
5HVLGXDO $FWXDO )LWWHG
’9$7












      
5HVLGXDO $FWXDO )LWWHG
’(;&,6(










       
5HVLGXDO $FWXDO )LWWHG
’’87<
0RGHOLQJWKHEXGJHWUHYHQXHV
&,65$SULO02/’29$,175$16,7,21 
8VLQJWKHDERYHHVWLPDWLRQVDQGWKHFRUUHVSRQGLQJIRUHFDVWVZHFDQVXPPDUL]HWKH
UHVXOWVDVLWIROORZV
8QGHUO\LQJ(FRQRPLF’HYHORSPHQWVFKDQJH–UHDOWHUPV
*’3 ,QGXVWULDO
3URGXFWLRQ
$JULFXOWXUDO
3URGXFWLRQ
([SRUWV &3,
’HF’HF
     
7D[UHYHQXHV–OHXPLOOLRQVFXUUHQWSULFHV
,QFRPH 3URILW 9$7 ([FLVH ’XW\ 727$/
EXGJHW      
      
EXGJHW      
      
EXGJHW      
&$6(IRUHFDVW      
7D[5HYHQXHVDVVKDUHRI*’3
,QFRPH 3URILW 9$7 ([FLVH ’XW\ 727$/
EXGJHW      
      
EXGJHW      
      
EXGJHW      
&$6(IRUHFDVW      
H[FOXGLQJWKHLPSRUWVXUFKDUJHWD[LQOHXPLOOLRQ–RI*’3
*’3HTXDOWROHXPLOOLRQGHFUHDVHLQUHDOWHUPV
6RXUFHV0LQLVWU\RI)LQDQFHRZQFDOFXODWLRQV
0RQWKO\7D[5HYHQXHV–5HDO7HUPV–







     






     






     





     








     
,QFRPH 3URILW
9$7 ([FLVH
’XW\







     
7RWDO
0$&52(&2120,&02’(/,1*
&,65$SULO02/’29$,175$16,7,21
6PDOORSHQHFRQRP\FRQFLVHPDFURHFRQRPLFPRGHO
7KHQRWLRQRIRSHQHFRQRP\KDVVHYHUDOPHDQLQJV,WFDQEHRSHQIRUWKHFLUFXODWLRQRI
JRRGV,QDORQJUXQLWZLOOUHVXOWLQHTXDOL]DWLRQRILQWHUQDODQGZRUOGSULFHV7KHHFRQRP\FDQ
EHRSHQIRUWKHFLUFXODWLRQRIFDSLWDO7KLVOHDGVWRWKHHTXDOL]DWLRQRILQWHUQDODQGH[WHUQDOUHDO
LQWHUHVWUDWHV7KHHFRQRP\FDQDOVREHRSHQIRUWKHFLUFXODWLRQRIODERUIRUFHZKLFKLPSOLHVWKH
HTXDOL]DWLRQRIWKHLQWHUQDODQGH[WHUQDOZDJHV)LQDOO\LWFDQEHRSHQIRUWKHIORZVRI
LQIRUPDWLRQ7KLVZLOOFRQWULEXWHWRWKHDFFHOHUDWLRQRIWKHILUVWWKUHHSURFHVVHV,WLVFOHDUWKDW
HYHU\HFRQRP\KDVLWVRZQGHJUHHRIRSHQQHVVRIHYHU\RIWKHDERYHPHQWLRQHGFULWHULDDQGWKH
QRWLRQRI‡FRPSOHWHO\RSHQHFRQRP\·LVMXVWDWKHRUHWLFDOH[WUHPHFDVH
7KHPRGHOH[DPLQHGLQRXUFDVHLVUHIHUULQJWRWKHILUVWWZRNLQGVRI‡RSHQQHVV·RIWKH
HFRQRP\7KHQRWLRQRIVPDOOHFRQRP\ZLOOEHVSHFLILHGEHORZ
7KHEDVLFDVVXPSWLRQVIRUWKHPRGHORIWKHVPDOORSHQHFRQRP\DUH
 *’3LVDIXQFWLRQRISURGXFWLRQIDFWRUV–FDSLWDODQGODERUIRUFH
 &RQVXPSWLRQJURZVWRWKHH[WHQGRIWKHJURZWKRILQFRPH& &<&¶!
 9ROXPHRILQYHVWPHQWVJURZV
WRWKHH[WHQGRIWKHGHFUHDVHRI
UHDOLQWHUHVWUDWHU, ,U
EHFDXVHJURZWKRIWKHUHDO
LQWHUHVWUDWHPHDQVWKDWWKH
VXSSO\RIVRXUFHVIRU
LQYHVWPHQWVEHFRPHVPRUH
H[SHQVLYH,¶
 7KHHFRQRP\LVVPDOO–WKLV
PHDQVWKDWWKHHFRQRP\GRHV
QRWLQIOXHQFHWKHZRUOGUHDO
LQWHUHVWUDWH0RUHRYHULQD
VPDOORSHQHFRQRP\WKH
GRPHVWLFUHDOLQWHUHVWUDWHWHQGV
WRWKHZRUOGRQHWKURXJKD
VLPSOHPHFKDQLVPLIWKH
GRPHVWLFUHDOLQWHUHVWUDWHUG
EHFRPHVVPDOOHUWKDQWKHZRUOG
UHDOLQWHUHVWUDWHUWKLVOHDGV
WRWKHRXWIORZRIFDSLWDOIURP
WKHFRXQWU\DQGULVHRIGRPHVWLF
LQWHUHVWUDWHDQGFRQYHUVHO\LI
WKHGRPHVWLFUHDOLQWHUHVWUDWHLV
ELJJHUWKDQWKHZRUOGRQHWKLV
FDXVHVDQLQIORZRIFDSLWDOLQ
WKHFRXQWU\DQGGLPLQLVKHVWKHGRPHVWLFLQWHUHVWUDWH$VDUHVXOWUG U
/HW¶VGHQRWHWRWDOVDYLQJVE\6WKHQHWH[SRUWE\1;
,WLVNQRZQWKDW
6–,U 1;WKDWLVWRVD\LIVDYLQJVDUHVPDOOHUWKDQLQYHVWPHQWVWKDQWKHQHW
H[SRUWLVQHJDWLYH
,QWKHSLFWXUHWKHFXUYHRILQYHVWPHQWVLVDQLQYHUVHIXQFWLRQRIUHDOLQWHUHVWUDWH,U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6KRXOGWKHHFRQRP\EH
FORVHGWKHQWKHPDUNHWZRXOG
VWDELOL]HDUHDOLQWHUHVWUDWH
HTXLOLEUDWLQJVDYLQJVDQG
LQYHVWPHQWV–UGDWWKH
LQWHUVHFWLRQRI,DQG67KH
IDFWWKDWWKHHFRQRP\LV
FORVHGDQGVPDOOUG UKDV
DQLPSDFWRQWKHQHWH[SRUW
,IWKHUHDOGRPHVWLFLQWHUHVW
UDWHLQFDVHRIFORVHG
HFRQRP\–UGLVKLJKHUWKDQ
WKHUHDOZRUOGLQWHUHVWUDWH
UG!UWKLVLPSOLHVLQDQ
XQLYRFDOPRGHWKDWQHW
H[SRUWFXUUHQWDFFRXQWZRXOGEHQHJDWLYH1;$QGFRQYHUVHO\
LIUGUFHWHULVSDULEXVDVVXPSWLRQWKLVLPSOLHVWKDW1;ZLOOEHSRVLWLYH7KDWLVWR
VD\WKHVORSHRIWKHLQYHVWPHQWFXUYHDQGWKHSRVLWLRQRIWKHFXUYHRIVDYLQJVGHWHUPLQH
XQLYRFDOO\WKHVLJQRIQHWH[SRUWDQGFRQVHTXHQWO\FXUUHQWDFFRXQW
7RWDOVDYLQJVDVDVKDUHRI*’3RIWKH5HSXEOLFRI0ROGRYDGLPLQLVKHGIURPLQ
WRLQ$WWKHVDPHWLPHWKHVKDUHRIJURVVFDSLWDOIRUPDWLRQGLPLQLVKHGVORZHU7KLV
LPSOLHGWKHGHFUHDVHRIQHWH[SRUWVIURP–LQWR–LQ
)LUVWFDOFXODWLRQRQWKHPRGHORIVPDOORSHQHFRQRP\ZDVDFFRPSOLVKHGRQWKHEDVHRI
UHDOGDWDRI0ROGRYD)LUVWUHVXOWVDOWKRXJKLQVXIILFLHQWO\VWDEOHEHFDXVHWKHFDOFXODWLRQQHHGV
DQXWLOL]DWLRQRIORQJWLPHVHULHVVKRZVWKDWLQWKH5HSXEOLFRI0ROGRYDLQYHVWPHQWVLQUHDO
WHUPVGHSHQGRQWKHUHDOLQWHUHVWUDWHLQVXFKDZD\WKDWDQ\JURZWKRIWKHUHDOLQWHUHVWUDWHE\
RQHSHUFHQWZDVDFFRPSDQLHGE\DGHFUHDVHRIWRWDOUHDOLQYHVWPHQWVE\PLOOLRQOHLRULQ
QRPLQDOWHUPVE\PLOOLRQOHLSULFHVRI
7KHUHDOLQWHUHVWUDWHJUHZFRQWLQXRXVO\GXULQJWKHODVWIRXU\HDUVZKLFKFDXVHGDQ
HVVHQWLDOGHFUHDVHRIUHDOLQYHVWPHQWV$FFRUGLQJWRRXUFDOFXODWLRQVWKHUHDOGRPHVWLFLQWHUHVW
UDWHUGZKLFKHTXLOLEUDWHVWKHVDYLQJVDQGLQYHVWPHQWVLQWKHFDVHZKHQWKHHFRQRP\ZRXOGEH
FORVHGH[FHHGVDQGLWLVHYLGHQWO\ELJJHUWKDQWKHZRUOGUHDOLQWHUHVWHGUDWH7KLVIDFW
LPSOLHVWKDWQHWH[SRUWDQGFRQVHTXHQWO\WKHFXUUHQWDFFRXQWZLOOEHXQFRQGLWLRQDOO\QHJDWLYH
0RUHRYHUVDYLQJVLQUHDOWHUPVPRYHFRQWLQXRXVO\WRWKHOHIWZKLFKLPSO\ZRUVHQLQJRI1;
(YROYLQJXQGHULQHUWLDQHWH[SRUWVZLOOGLPLQLVKHYHQPRUH7KHUHIRUHHODERUDWLRQRIPHDVXUHV
DLPHGDWLPSURYLQJWKHVLWXDWLRQLVQHHGHG$VDZD\WRDFKLHYHLWFRXOGEHDQDWWHPSWWR‡SXVK·
WKHFXUYHRIVDYLQJV6WRWKHULJKWE\SURPRWLQJDSROLF\VWLPXODWLQJVDYLQJVDQG
FRUUHVSRQGLQJO\EDQNGHSRVLWV
7KHPRGHORIDVPDOORSHQHFRQRP\VKRZVWKDWWKHUHDOLQWHUHVWUDWHLVQRWWKHRQO\ZD\RI
DIIHFWLQJQHWH[SRUWV$VWLPXODWLQJEXGJHWDU\RUILVFDOSROLF\FRXOGKDYHDVXEVWDQWLDOLPSDFW7KXV
GHFUHDVHRIWKHVWDWHVDYLQJVZLOOSXVKWKHFXUYHRIVDYLQJV6WRWKHOHIWDVDUHVXOW1;ZLOOGLPLQLVK
IURP1;WR1;7KHVDPHZLOOKDSSHQLQFDVHRIGLPLQLVKLQJWD[HV7ILVFDOVWLPXODWLQJSROLF\
EHFDXVH6 <–&<7–*ZKHUH<LV*’3&–FRQVXPSWLRQ*–JRYHUQPHQWH[SHQGLWXUHV
5HSXEOLFRI0ROGRYD, 61;
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
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  
,QYHVWPHQWVJURVVFDSLWDOIRUPDWLRQ     
1HWH[SRUW     
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3ROLF\VWLPXODWLQJLQYHVWPHQWVFDXVHVWKHVKLIWRIWKHFXUYHRILQYHVWPHQWVRXWVLGHIURP
,UWR,UDQGWKXVDJJUD
YDWHVWKHQHWH[SRUWVDFKDQJH
IURP1;WR1;
7KHUHLVDQRWKHUZD\WR
LQIOXHQFHWKHQHWH[SRUW–
WKURXJKWKHUHDOH[FKDQJHUDWH
RIWKHQDWLRQDOFXUUHQF\H
,QWKHSLFWXUHWKHFXUYH
1;GHSHQGVQHJDWLYHO\RQWKH
UHDOH[FKDQJHUDWH1;¶H
7KHFXUYH6,LVYHUWLFDOEHFDXVH
LWGRHVQRWGHSHQGRIWKHUHDO
H[FKDQJHUDWH6WLPXODWLQJ
EXGJHWDU\RUILVFDOSROLFLHVZLOO
FDXVHDGHFUHDVHRIVDYLQJVDQG
VKLIWRIWKH6,FXUYHWRWKHOHIW
7KLVZLOOUHVXOWLQWKHJURZWKRI
UHDOH[FKDQJHUDWHDQG
FRQVHTXHQWO\GLPLQLVKLQJQHW
H[SRUW
7KHSROLF\VWLPXODWLQJ
LQYHVWPHQWVZLOOFDXVHWKHVKLIWRI
FXUYH6,WRWKHOHIWDQGZLOOUHVXOW
LQZRUVHQLQJRIWKHVLWXDWLRQRI
FXUUHQWDFFRXQWDVZHOO
&RQFOXVLRQV
)LUVWFDOFXODWLRQVRQWKHPRGHORIVPDOORSHQHFRQRP\RQWKHEDVHRIGHIDFWRGDWDIRUWKH5HSXEOLF
RI0ROGRYDGLVSOD\HGDQHVVHQWLDOVHQVLELOLW\RILQYHVWPHQWVWRFKDQJHVLQWKHUHDOLQWHUHVWUDWH
’XULQJODVW\HDUVWKHUHDOLQWHUHVWUDWHLQWKH5HSXEOLFRI0ROGRYDZDVFRQWLQXRXVO\JURZLQJ
ZKLFKIDFWHVVHQWLDOO\GLVIDYRUHGWKHLQYHVWPHQWFOLPDWHLQWKHFRXQWU\
7KHGRPHVWLF‡HTXLOLEULXP·UHDOLQWHUHVWUDWHLQFDVHZKHQWKHHFRQRP\VKRXOGEHFORVHGH[FHHGV
DORWWKHZRUOGUHDOH[FKDQJHUDWHVZKLFKLPSOLHVQHJDWLYHQHWH[SRUWV
$QRWKHUFDXVHRIGLPLQLVKLQJQHWH[SRUWRI0ROGRYDLVWKHUHDODSSUHFLDWLRQRIQDWLRQDOFXUUHQF\
5HDOQDWLRQDOVDYLQJVGLPLQLVKFRQWLQXRXVO\KDYLQJQHJDWLYHFRQVHTXHQFHVIRUFXUUHQWDFFRXQW
,QYHVWPHQWVVWLPXODWLQJSROLF\RUWD[EXUGHQUHGXFWLRQZLOODJJUDYDWHVLWXDWLRQLQFXUUHQWDFFRXQW
,PSURYHPHQWRIWKHVLWXDWLRQGHPDQGVDQLQWHUYHQWLRQRIWKHVWDWHE\SURPRWLQJWZRNLQGVRI
SROLFLHV)LUVWVDYLQJVVWLPXODWLQJSROLF\FRXOGEHUHDOL]HGWKURXJKDVHWRIPHDVXUHVDVIROORZV
x ,QWURGXFWLRQRIDV\VWHPRIEDQNGHSRVLWVLQVXUDQFH
x 6HWWLQJXSDV\VWHPRIPRGHUQEDQNLQJVHUYLFHVVXFKDVXWLOL]DWLRQRIPDJQHWLFVDYLQJ
FDUGVFUHGLWFDUGVGLUHFWGHSRVLWLQJRIZDJHVRQEDQNLQJDFFRXQWV
x $EURJDWLRQRIWD[LQJEDQNGHSRVLWLQWHUHVWVIURPEDQNGHSRVLWVSURYLGHGLQWKHQHZ)LVFDO&RGH
7KHVHFRQGSROLF\RIUHDOGHSUHFLDWLRQRIQDWLRQDOFXUUHQF\FRXOGEHUHDOL]HGWKURXJK
KROGLQJEDFNWKHLQIODWLRQUDWHORZHUWKDQWKHUDWHRIGHSUHFLDWLRQRIQDWLRQDOFXUUHQF\
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UHJDUGOHVVWRWKHQHHGVRIWKHVRFLHW\DQGFRQWULEXWLQJWRWKHKXJHJURZWKRIVWDWH
LQGHEWHGQHVV
x ’LPLQLVKLQJSD\PHQWVWRWKHEXGJHWUHVXOWLQWKHIDLOXUHRIWKHVPDOOEXVLQHVVVXSSRUWLQJ
VRFLDOHGXFDWLRQDOKHDOWKDQGHQYLURQPHQWSROLFLHVDVZHOODVLQXQIDLUZRUNUHWULEXWLRQLQ
WKHEXGJHWZDJHGVSKHUH
x 3DUDO\VLVRIVWDWHLQVWLWXWLRQVDIIHFWLRQRIFLWL]HQV¶ULJKWVDQGFRQVWLWXWLRQDOJXDUDQWHHV
GLVFUHGLWRIWKHVWDWHV\VWHPODFNRIUHVSHFWWRZDUGVWKHVWDWHRQEHKDOIRIWKHSRSXODWLRQ
x ’HWHULRUDWLRQRIHFRQRPLFDODQGSROLWLFDOVHFXULW\RIWKHVWDWH
(QYLURQPHQWFRQVHTXHQFHV’HWHULRUDWLRQRIWKHHQYLURQPHQWGXHWRWKHIDFWWKDWWKH
VRFLHW\LVLPSXWHGLQWHUHVWVRIFHUWDLQVHSDUDWHJURXSVLPPHGLDWHSURILWVZLWKRXWUHGHPSWLRQRI
HQYLURQPHQWDOORVVHV
7KHUHVXOWVRIQXPHURXVFURVVFRXQWULHVFRPSDUDWLYHVWXGLHVRIVKDGRZHFRQRP\LQGH[HV
DQGHFRQRPLFSHUIRUPDQFH+HULWDJH)RXQGDWLRQ7UDQVSDUHQF\,QWHUQDWLRQDO)UHHGRP+RXVH
5DQNLQJVVKRZDTXDQWLWDWLYHUHODWLRQEHWZHHQWKHJURZWKRIWKHGHJUHHRIFRUUXSWLRQRIWKH
FRXQWU\WKHYROXPHRILOOLFLWWUDQVDFWLRQVDQGHFRQRPLFGHFOLQH
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&RUUXSWLRQLQGH[7UDQVSDUHQF\
,QWHUQDWLRQDOLQWKHFRXQWULHVRIWKH
(XURSHDQ8QLRQIOXFWXDWHVIURPLQ
’HQPDUNPHDQLQJDSUDFWLFDOODFNRI
FRUUXSWLRQWRLQ,WDO\WRWDO
FRUUXSWLRQLQGH[FRUUHVSRQGLQJWRWKH
YDOXHRI7KHDYHUDJHIRU(8
RVFLOODWHVDURXQG)RUWKHFRXQWULHV
LQWUDQVLWLRQZKLFKKRSHWRMRLQLQWKH
(8WKLVLQGH[LVDWOHDVWWLPHV
ELJJHUUHDFKLQJIURPLQ(VWRQLDWR
LQ5XVVLD
2QWKLVVFDOH0ROGRYDLVSODFHG
WRJHWKHUZLWK%XOJDULDDIWHU5RPDQLD
DQGLVIROORZHGE\WKH8NUDLQH
+RZHYHULWVKRXOGEHPHQWLRQHGWKDW
WKHHYDOXDWLRQRIWKHFRUUXSWLRQLQGH[LV
PRUHOLNHO\EDVHGRQWKHHYDOXDWLRQRI
WKHOHYHORISHUFHSWLRQRIFRUUXSWLRQE\
WKHSRSXODWLRQUDWKHUWKDQRQWKH
HYDOXDWLRQRILWVUHDOGLPHQVLRQV
7KHUHIRUHLQDWUDGLWLRQDOO\PRUH
GHPRFUDWLFFRXQWU\WKLVLQGH[FDQEH
RYHUHVWLPDWHG$WSUHVHQWWKHUHDUH
DWWHPSWVWRGHYHORSWKH%ULEHU\
3URSHQVLW\,QGH[
+LJKOHYHORIFRUUXSWLRQLQ
WUDQVLWLRQFRXQWULHVLPSOLHVJURZWKRI
EODFNPDUNHW+HULWDJH)RXQGDWLRQWKH
LQGH[RIEODFNPDUNHWYDU\LQJIURPLWV
PLQLPXP–LQ$XVWULD)UDQFH*HUPDQ\
)LQODQGLQ,WDO\6SDLQ(VWRQLDLQ
*UHHFH7XUNH\+XQJDU\3RODQG
5RPDQLD–LQ/DWYLD%XOJDULD
/LWKXDQLD0ROGRYD8NUDLQH5XVVLDDQG
UHDFKLQJLWVPD[LPXPRILQ*HRUJLD
DQG%HODUXV&DOFXODWLRQVDOVRVKRZD
VWURQJLQYHUVHOLQNEHWZHHQWKHGHJUHHRI
FRUUXSWLRQDQG*’3SHUFDSLWD$Q
LQYHUVHUHODWLRQEHWZHHQFRUUXSWLRQLQGH[
DQGWKHLQGH[RIHFRQRPLFSHUIRUPDQFHLQ
WUDQVLWLRQFRXQWULHVSHUVLVWVWKHODWWHU
KDYLQJDVEDVLFFRPSRQHQWVWKHSROLWLFV\VWHPWKHGHJUHHRIPDVVPHGLDIUHHGRPWKHUXOHRI
ODZWKHGHJUHHRISXEOLFDGPLQLVWUDWLRQWKHGHYHORSPHQWRISULYDWHVHFWRU2QWKHSLFWXUHWKH
UHODWLRQEHWZHHQWKHVHWZRLQGH[HVFDQEHFOHDUO\VHHQ
&RUUXSWLRQ,QGH[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)UHHGRP+RXVH5DQNLQJFRPSRVLWLRQ
 SROLWLFDO LQGFLYLO LQGHSHQG OHJDO SXEOLFDG SULYDWL HFRQ SULYDWVKDUH
SURJUHV VRFLHW\ PDVVPHGLD V\VWHP PLQLVWU ]DWLRQ SHUIRUP LQ*’3
$OEDQLD        
$UPHQLD        
%HODUXV        
%XOJDULD        
&URDWLD        
&KHFK5HSXEOLF        
(VWRQLD        
+XQJDU\        
/DWYLD        
/LWKXDQLD        
0ROGRYD        
3RODQG        
5RPDQLD        
5XVVLD        
6ORYDNLD        
6ORYHQLD        
8NUDLQH        
&RUUXSWLRQLVDVHOIJHQHUDWLQJSURFHVV,IWKHVWDWHHPSOR\HHVGRQRWUHFHLYHWKHLUZDJHV
GXULQJPRQWKVEULEHVEHFRPHWKHRQO\VWDEOHVRXUFHRIWKHLULQFRPH7KHQDQHYROXWLRQDU\
VKLIWWDNHVSODFHLQWRDYLFLRXVFLUFOHFRUUXSWLRQoHFRQRPLFGHFOLQHoLQVXIILFLHQF\RIVRXUFHV
IRUWKHEXGJHWoGHOD\VLQZDJHSD\PHQWIRUVWDWHZRUNHUVoJURZWKRIFRUUXSWLRQ0RUHRYHU
LWLVHDVLHUWREODFNPDLODQGIRUFHDSHUVRQSHUFHLYHGLQFRUUXSWLRQWRUHSHDWFRUUXSWLYHDFWLRQV
8QZLOOLQJO\WKLVSHUVRQVWDUWVWREHORQJWRDVWURQJUHSUHVVLQJV\VWHP 
7KHUHIRUHVWDUWLQJIURPRIILFLDOGDWDUHJDUGLQJWKHUHVXOWVRIDXGLWVDQG
LQVSHFWLRQVEHFDPHPRUH‡RSWLPLVWLF·,QWKHUHZHUHUHJLVWHUHGYLRODWLRQVRI
HFRQRPLFDQGILQDQFLDOOHJLVODWLRQE\OHVVWKDQLQORVVHVEHLQJHVWLPDWHGDW
PLOOLRQOHL&KLœLQX&LW\3ROLFHPDUNHGDGHFOLQHE\LQWKHQXPEHURIUHJLVWHUHGFULPHV
DOWKRXJKFDVHVRIFRQFHDOLQJFULPHVZHUHGLVFRYHUHG7KHUHZHUHFROOHFWHGIHZHU
WD[HVLQ&KLœLQXPLOOLRQOHL7KHGHFOLQHLQLQGXVWULDOSURGXFWLRQDQGDQ
LQIODWLRQFRXOGQRWH[SODLQWKLVSKHQRPHQD7ZRSDUDOOHOSURFHVVHVWDNHSODFHDKLGLQJRU
FORVLQJFULPLQDOILOHVEGHFUHDVLQJUDWHRIVPDOOFULPHVDQGJURZLQJRIWKHELJRQHV
8QIRUWXQDWHO\WKHDFWXDOVLWXDWLRQLQWKH5HSXEOLFRI0ROGRYDDVZHOODVLQPDQ\RWKHU
FRXQWULHVLQWUDQVLWLRQGRHVQRWFRQWULEXWHWRDQLQFUHDVHRIFUHGLELOLW\RI0ROGRYDDVDQ
HFRQRPLFDQGSROLWLFDOSDUWQHU7KHVKDUHRIXQGHUJURXQGHFRQRP\JRWVWULNLQJSURSRUWLRQVDQG
WD[HYDVLRQUDLVHVFRQWLQXRXVO\7KHODFNRIFRQWUROXSRQVWDWHHPSOR\HHV¶DFWLYLW\DQGORZ
HQIRUFHPHQWDVZHOODVGHOD\VLQSD\PHQWRIZDJHVWRWKHODWWHUFRQWULEXWHGWRWKHH[WHQVLRQRI
FRUUXSWLRQDQGLQFUHDVLQJOHYHORIWKHHFRQRPLFFULPHLQWKH5HSXEOLFRI0ROGRYD
$FFRUGLQJWRRXUHVWLPDWHVWKHWD[HYDVLRQLQWKH5HSXEOLFRI0ROGRYDJUHZXSIURP
RIWKHFRQVROLGDWHGEXGJHWUHYHQXHVLQWRLQDQGLQ7KHDYHUDJH
HYDGHGWD[URVHIURPWKRXOHLSHUWD[SD\HULQWKRXOHLSHUOHJDOHQWLW\WRWKRXOHL
LQWKRXOHLIRUOHJDOHQWLW\7KHUDWHRIUXOHEUHDNHUVLQWKHWRWDOQXPEHURIHQWLWLHV
VXEMHFWHGWRDXGLWVJUHZIURPLQWRLQDQGLQ
,QWKHFROODERUDWRUVRIWKH’HSDUWPHQWRI)LQDQFLDO&RQWURODQG5HYLVLRQ
DFFRPSOLVKHGFRQWUROVE\OHVVWKDQLQ’HVSLWHRIWKDWWKHWRWDOVXPRIORVVHV
FDXVHGE\LOOHJDOH[SHQGLWXUHVWRWKHHFRQRPLFDJHQWVDQGVWDWHVKRUWDJHVDQGHPEH]]OHPHQWV
DPRXQWHGWRPLOOHLLQFRPSDULVRQWRPLOOLRQOHLLQDIROGJURZWK
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’DWDRIWKH1DWLRQDO&HQWHUIRU6WDQGDUGL]DWLRQ0HWURORJ\DQG&HUWLILFDWLRQVKRZWKDWWKH
UDWHRIODZYLRODWLRQVGHWHFWHGGXULQJWKHFRQWUROVRIFRQVXPHUJRRGVYDULHGIURPIRUIRRGV
WRIRUWKHJRRGVIRUFKLOGUHQ,QWKHGLYLVLRQ–ORFDOLPSRUWHGJRRGVPRVWRIDOODFFRXQWIRU
WKHLPSRUWHGJRRGV–7KHTXDOLW\RIJRRGVYDULHVWKURXJKRXWWKHFRXQWU\
’DWDRIWKHVFLHQWLILFSUDFWLFDOFRQIHUHQFH‡2UJDQL]HGFULPHDQGVKDGRZHFRQRP\LQWKH
5HSXEOLFRI0ROGRYD·KHOGXQGHUWKHDHJLVRIWKH0LQLVWU\RI,QWHUQDO$IIDLUVRIWKH5HSXEOLFRI
0ROGRYD$FDGHP\RI3ROLFHDQGWKH,QGHSHQGHQW$VVRFLDWLRQRI&ULPLQRORJ\VKRZVWKDW
FRUUXSWLRQLQ0ROGRYDDFKLHYHGVWULNLQJSURSRUWLRQV/DFNRIVWDWHSRZHUFUHDWHVFRQGLWLRQVIRU
HPHUJLQJPHFKDQLVPVDQGVWUXFWXUHVWKDWTXLFNO\FDQVXEVWLWXWHWKHVWDWHVWUXFWXUHV
2UGHUHGPXUGHUVDQH[LVWLQJSUDFWLFHRIUHSHDWHGWLPHVWHPSRUDU\UHOHDVHVIURPMDLO
RIWKHFRQYLFWHGLQGLYLGXDOVZLWKDYLHZWRFRPPLWDQRUGHUHGPXUGHULVUHFRJQL]HG7KHUHDUH
DERXWFULPLQDOJURXSVFULPLQDOFODQVZKLFKFRQWUROWKHHFRQRPLFSROLWLFDODQGVRFLDO
SHUIRUPDQFHRIWKHFRXQWU\7KXVWKHSUREOHPVRIQRQSD\PHQWVDUHUDWKHUVROYHGE\SUHVVXUHV
RQEHKDOIRIFULPLQDOVWUXFWXUHVSOD\LQJWKHUROHRILQIRUPDOFRXUWVE\FKDUJLQJRIWKH
LQGHEWHGDPRXQW
2QWKHWHUULWRU\RI0ROGRYDWKHUHDUHIRXUFKDQQHOVRIGUXJWUDIILFNLQJ2QO\WKHPRQWKO\
WUDIILFRIKHURLQLVHVWLPDWHGWRUHDFKWKHYROXPHRINJIRULQIRUPDWLRQWKHZKROHVDOH
SULFHRINJRIKHURLQDPRXQWVWRWKRXLQ3DNLVWDQWKRXLQ7XUNH\WKRXLQ
(QJODQGWKHUHWDLOSULFHUHDFKLQJWKRX2QWKHWHUULWRU\RI0ROGRYDWKHUHDUHFODQGHVWLQH
&RUUXSWLRQSKHQRPHQRQLQFUHDVLQJWKUHDWIRUWKHHFRQRP\
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ODERUDWRULHVSURGXFLQJGUXJVEDVHGRQORFDOPXFKFKHDSHUWHFKQRORJLHVDQGWKLVSUHVHQWVDQ
HVVHQWLDOWKUHDWIRUWKHORFDOHYLGHQWO\SRRUHUSRSXODWLRQ’XULQJWKHODVWILYH\HDUVWKHHVWLPDWHG
QXPEHURIDGGLFWHGSHUVRQVURVHIURPWKRXWRWKRXSHRSOH2QO\LQWKHLUQXPEHUJUHZ
WLPHVLQFRPSDULVRQWR’UXJLQGXVWU\LVKLJKO\FRQFHQWUDWHGDERXWRIGUXJ
WUDQVDFWLRQVDUHFDUULHGRXWE\ORFDO*\SVLHVIRULQIRUPDWLRQ*\SVLHVPDNHXSDERXWRIWKH
WRWDOSRSXODWLRQRI0ROGRYD
7KHDQQXDOYROXPHRIQDUFREXVLQHVVLQ0ROGRYDLVHVWLPDWHGDW–PLOOLRQWKLV
ILJXUHH[FHHGLQJWLPHVWKHDQQXDOGLUHFWIRUHLJQLQYHVWPHQWVLQ0ROGRYD,WLVFOHDUWKDWWKH
‡HIILFDF\·RIUXQQLQJWKLVEUXQFKLVGHILQLWHO\‡KLJKHU·3RVVLELOLWLHVWRFRUUXSWWKHVWDWHRIILFLDOV
DUHH[WUHPHO\ELJ7KDWLVZK\WKHOLVWRIQDUFRWLFDQGSV\FKRWURSLFVXEVWDQFHVSURSRVHGE\WKH
VSHFLDOLVWVRIWKH&RPPLWWHHRI’UXJ&RQWUROXQGHUJRQHHVVHQWLDO‡PRGLILFDWLRQV·E\WKHPRPHQW
RILWVDGRSWLRQDQGSXEOLFDWLRQLQWKH‡2IILFLDO0RQLWRU·$QXPEHURIVXEVWDQFHVZKLFKFDQEH
HDVLO\SURGXFHGRQWKHWHUULWRU\RI0ROGRYDYDQLVKHGIURPWKHDERYHPHQWLRQHGOLVW7KDWLVZK\
WKHFXVWRPVHUYLFHGRHVQRWKDYHDQHOHPHQWDU\IDFLOLW\RIGUXJGHWHFWLQJGRJVWKHUHLVQRWDQ\
GDWDEDVHRQGUXJWUDIILFNLQJRUDQXQLTXHLQIRUPDWLRQDOV\VWHPRIWKHIRUFHPLQLVWULHVDQGWKH
FULPLQDOILOHVGRQRW‡UHDFK·WKHFRXUWWKHLUWRWDOQXPEHUKDYLQJGLPLQLVKHGIURPLQWR
LQDQGILOHVLQ7KDWLVZK\H[WUHPHO\H[SHQVLYHFDUVZLWKIRXUGHJUHHRI
SURWHFWLRQDUHXVHGIRUWKHWUDQVSRUWDWLRQRIGUXJV
6PXJJOLQJ$FFRUGLQJWRWKHGDWDRIFXVWRPVHUYLFHWKHGHWHFWHGYROXPHRIVPXJJOHG
JRRGVJUHZIURPRIWKHWRWDOH[SRUWLPSRUWLQWRLQ’XULQJWKHVDPH
WLPHWKHQXPEHURIFULPLQDOILOHVUHDFKLQJWKHFRXUWGLPLQLVKHVFRQWLQXRXVO\FULPLQDOILOHVDUH
FORVHGIURPRSHQFULPLQDOILOHVQRILOHZDVLQYHVWLJDWHGLQ
’DWDUHJDUGLQJWKHYROXPHRILOOHJDOH[SRUWLPSRUWWUDQVDFWLRQVDUHPRUHUHOHYDQW$Q
DFFRPSOLVKPHQWRIDFURVVFKHFNLQJRI0ROGRYDQDQG8NUDLQLDQLQIRUPDWLRQUHJDUGLQJ0ROGRYDQ
H[SRUWVWR8NUDLQHVKRZVWKDWWKHGDWDIURPWKH8NUDLQLDQVLGHLVDOPRVWGRXEOH7KLVFDQQRWEH
H[SODLQHGVROHO\E\WKH‡UROH·RI7UDQVQLVWULD7KHVDPHVLWXDWLRQWDNHVSODFHLQWKHUHODWLRQVKLSV
ZLWK5XVVLD,WLVOLWWOHSUREDEOHWKDWZRUNHUVRIWKH8NUDLQLDQDQG5XVVLDQFXVWRPVHUYLFHVDUH
OLNHO\WREHPRUHKRQHVWWKDQWKRVHIURP0ROGRYDWKHUHIRUHWKHUHDOGLVWRUWLRQVFRXOGEHHYHQ
JUHDWHU
7KLVIDFWFRXOGEHQRWVRVXUSULVLQJLIWRWDNHLQWRDFFRXQWWKHFXUUHQWVLWXDWLRQVZKHQ
FXVWRPVHUYLFHVGHWDLQIXOOWUDLQVZLWKLOOHJDOO\WUDQVSRUWHGJRRGVDQGDIWHUDFDOOIURPWKH‡WRS
RIILFLDOV·WKH\DUHFRQVWUDLQHGWROHWWKHWUDLQPRYHDKHDG
7KHVSHFWUXPRIFRUUXSWHGDFWLRQVFKDUDFWHULVWLFWRWKHPDQDJHPHQWRISXEOLFSURSHUW\
DFFXPXODWLRQDQGXWLOL]DWLRQRIILQDQFLDOUHVRXUFHVH[HFXWLRQRIVWDWHFRQWUROLVTXLWHZLGH
$PRQJVWWKHPRVWFKDUDFWHULVWLFWR0ROGRYDFDQEHPHQWLRQHGWKHIROORZLQJ
x ,PSURSHUIRUPDWLRQDQGXWLOL]DWLRQRIWKHVWDWHEXGJHWIXQGVODFNRIPHWKRGRORJLFDOQRUPV
RIWKHLUIRUPDWLRQDQGXWLOL]DWLRQLOOHJDOILQDQFLQJRIVWUXFWXUHVDQGDFWLYLWLHVQRWHQYLVLRQHG
LQFXUUHQWOHJLVODWLRQ
x ,QHIILFLHQWDQGLUUDWLRQDOXWLOL]DWLRQRIEXGJHWUHVRXUFHVE\WKHVWDWHRZQHGLQVWLWXWLRQVGXH
WRLPSURSHURUJDQL]DWLRQRIVWDWHRZQHGEXGJHWLQVWLWXWLRQVILQDQFLQJWKDWOHDGVWRODXQGU\
RIHQRUPRXVDPRXQWVRIVWDWHIXQGVLPSURSHUXWLOL]DWLRQRILQYHVWPHQWVDQGGRQDWLRQV
LQFOXGLQJLQIRUHLJQH[FKDQJHDVZHOODVWKHLUWUDQVIHUWRFHUWDLQFRPPHUFLDOVWUXFWXUHVWKDW
XVHWKHPIRUDORQJWLPHRUIRUDV\PEROLFIHH
x ,UUDWLRQDODQGLQHIILFLHQWXWLOL]DWLRQRILQYHVWPHQWVDQGFUHGLWVDVDUHVXOWRIDEDGDOORFDWLRQ
RIVWDWHUHVRXUFHVLPSURSHUXWLOL]DWLRQRILQYHVWPHQWVDQGFUHGLWVJLYHQWRHFRQRPLFDJHQWV
x (YDVLRQRIWD[HVIHHVDQGRWKHUFRPSXOVRU\SD\PHQWVGXHWRWKHVWDWHEXGJHW
x 9LRODWLRQRISULFHGLVFLSOLQHHVSHFLDOO\XQJURXQGHGLQFUHDVHRISULFHV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x :DVWHRISXEOLFSURSHUW\DVDUHVXOWRILQWHQWLRQDOQRQDFFRXQWLQJRIFHUWDLQREMHFWVRIVWDWH
SURSHUW\LOOHJDOUHQWRISUHPLVHVDQGHTXLSPHQWXQJURXQGHGRULOOHJDOSULYDWL]DWLRQRIVWDWH
SURSHUW\YLRODWLRQVZKLOHSXUFKDVLQJRIRIVKDUHVE\WKHSHUVRQQHORIWKHHQWHUSULVHV
ZLWKRXWDQ\WHQGHUGLPLQLVKLQJWKHYDOXHRISURSHUW\DQGH[FOXGLQJWKHIRUPHUVWDII
LQFOXGLQJRXWVLGHUVLQSULYDWL]DWLRQSURFHVVDVZHOODVXQUHDOHYDOXDWLRQRISURSHUW\
x ,UUDWLRQDODQGLQHIILFLHQWFRQWUDFWVZLWKFHUWDLQHFRQRPLFDJHQWVHVSHFLDOO\ZLWKQRQ
JRYHUQPHQWVWUXFWXUHV
x 8QVDWLVIDFWRU\DFFRXQWLQJRIILQDQFLDODQGHFRQRPLFDFWLYLW\ZKLFKHQDEOHVJRYHUQPHQW
RIILFHUVWRIUHHO\GLVSRVHRIWKHVWDWHSURSHUW\LQFOXGLQJEXGJHWUHVRXUFHVWRWKHLUSHUVRQDO
LQWHUHVWV
,QDVKRUWZKLOH0ROGRYDWUDQVIRUPHGLQWRDFRUUXSWHGDQGNOHSWRPDQLDQVWDWHZLWKD
PDILDGULYHQSV\FKRORJ\DQGFXOWXUHDQGLPPRUDOQHSRWLVP+RZFRXOGEHH[SODLQHGWKHIDFWLI
QRWWKURXJKFRUUXSWLRQDQGOREE\LQJWKDWWKHOHJLVODWLRQRI0ROGRYDHYHQGRHVQRWLQFOXGHWKH
WHUP‡UDFNHW·WKHUHDUHQRWIRUHVHHQVSHFLDOPHDVXUHVWRZDUGVSURVWLWXWLRQLWLVQRWDGRSWHGD
VSHFLDOV\VWHPRIJDPEOLQJWD[DWLRQ"0ROGRYDEHLQJRYHULQGHEWHGIRUHQHUJ\UHVRXUFHVLPSRUWV
QDWXUDOJDVDWSULFHVPXFKKLJKHUWKDQLQWHUQDWLRQDORQHVDQGGRHVQRWHYHQDVNIRUFKDUJHVRQ
WKHWUDQVLWRIQDWXUDOJDVWKURXJKLWVWHUULWRU\IRULQIRUPDWLRQWKHSD\PHQWVIRUWKHWUDQVLWRIJDV
WKURXJKWKHWHUULWRU\RI8NUDLQHH[FHHGWKH*’3RI0ROGRYD0RUHWKDQWKLV0ROGRYDGRHVQRW
KDYHJDVFRXQWHUVDWWKHHQWUDQFHDQGH[LWIURPLWVWHUULWRU\7KHRQO\H[SODQDWLRQLVDJURXS
LQWHUHVWZKLFKLVFRPSOHWHO\RSSRVLWHWRWKHLQWHUHVWVRIWKHZKROHVRFLHW\
7KLVVLWXDWLRQLVFKDUDFWHULVWLFWRDXWRFUDWLFVWDWHVZKHUHSUDFWLFHLVPLVVLQJRIVHOI
RUJDQL]DWLRQEDVHGRQKRUL]RQWDOOLQNVUHFLSURFDOFUHGLELOLW\DQGVROLGDULW\LQWKLVW\SHRIVWDWHV
IRUDORQJWLPHDEXUHDXFUDWLFKLHUDUFK\EDVHGRQQRUPVPDLQO\YHUWLFDOUHODWLRQVRIGRPLQDWLRQ
VXERUGLQDWLRQDQGWXWHODU\GHSHQGHQFHZHUHPDLQWDLQHG
)LJKWLQJFRUUXSWLRQJHQHUDWHVLPPHGLDWHSURILWV5HYHQXHVIURPILJKWLQJFRUUXSWLRQH[FHHG
PDQ\WLPHVWKHFRVWV$FFRUGLQJWRVRPH:HVWHUQHVWLPDWLRQVWKHH[SHQGLWXUHVRIàLQILJKWLQJ
FRUUXSWLRQDWWKHORFDOOHYHOJHQHUDWHRQDYHUDJHàDQGDERXWàRQWKHLQWHUQDWLRQDOOHYHO
7KHPDWHULDOVRIWKH8QLWHG1DWLRQV&RPPLVVLRQIRUFULPHSUHYHQWLRQVKRZWKDWWKHDERYH
PHQWLRQHGSKHQRPHQRQKDVZLGHVSUHDGLQWKH&HQWUDODQG(DVW(XURSHGXULQJWKHODVWGHFDGH
7KHVHNLQGVRISUREOHPVDUHLQFOXGHGLQWRWKHSURJUDPVRIVHPLQDUVDQGFRQJUHVVHVRIPDQ\
LQWHUQDWLRQDOERGLHV,1726$,(8526$,6,*0$$FFRXQWLQJ&RXUWRIWKH(8:RUOG%DQN
:RUNLQJ*URXSRQEULEHULHV2(&’,QWHUQDWLRQDO0RQHWDU\)XQGHWF
7KH’HIHQVH6XSUHPH&RXQFLORI5RPDQLDDGRSWHGDSURSRVDORQHVWDEOLVKLQJWKH1DWLRQDO
,QVWLWXWHIRUVWXGLHVRIFRUUXSWLRQDQGRUJDQL]HGFULPHXQGHUWKH$FDGHP\RI5RPDQLD
7KHJRDOVRIILJKWLQJFRUUXSWLRQFDQEHGLIIHUHQW
x VKRUWUXQHIILFDF\LQWKHSULYDWHVHFWRU
x ORQJUXQG\QDPLFHIILFDF\HFRQRPLFJURZWK
x VRFLDOHTXLW\SROLWLFDOOHJDF\
7KHGXUDEOHVWUDWHJLFGLUHFWLRQVRIILJKWLQJFRUUXSWLRQLQWKH5HSXEOLFRI0ROGRYD
VKRXOGLQFOXGHGHUHJXODWLRQSULYDWL]DWLRQWUDQVSDUHQF\LQVWLWXWLRQDOUHIRUPLPSURYHPHQWRIWKH
HQIRUFHPHQWV\VWHPUHGXFWLRQRIWKHPRQRSRO\IRUFHLQDOOVSKHUHVFODULI\LQJWKHGHJUHHRI
GLVFUHWLRQLQWKHDFWLYLW\RIGHFLVLRQPDNHUV
,PSOHPHQWDWLRQRIDSROLF\ILJKWLQJFRUUXSWLRQQHHGVWKHUHIRUPLQOHJLVODWLRQWKH
LQVWLWXWLRQDOUHIRUPLPSURYHPHQWRIWKHV\VWHPRIUHJXODWLRQRIILVFDODXGLWVUHGXFWLRQRIWKH
SXEOLFWROHUDQFH

,%RJGDQ&RUUXSWLRQDQGHFRQRPLFFULPH‡&XULHUXO(FRQRPLF·
&RUUXSWLRQSKHQRPHQRQLQFUHDVLQJWKUHDWIRUWKHHFRQRP\
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/HJLVODWLRQUHIRUP
x $SSHDOLQJIRUDVVLVWDQFHRQEHKDOIRIWKHLQWHUQDWLRQDOLQVWLWXWLRQVLQILJKWLQJFRUUXSWLRQDQG
HFRQRPLFFULPHVDSSO\LQJIRUDQH[WHUQDOV\VWHPRIPRQLWRULQJ
x $SSHDOLQJWRSURMHFWVILQDQFHGWKURXJKIRUHLJQWHFKQLFDODVVLVWDQFHWRSHUIRUPDMXULGLFDO
H[SHUWLVHRIODZVDQGDPHQGPHQWVSURSRVHGIRUDGRSWLRQLPSURYLQJWKHOHJDOV\VWHP
UHPRYLQJRIFRQWUDGLFWLRQVGRXEOHPHDQLQJVHWF
x 3HUIHFWLQJRISUHYHQWLYHDQWLFULPHPHDVXUHV
x $FOHDUGHILQLWLRQRIDSHQDOW\V\VWHPIRUODZEUHDNHUV
$PHOLRUDWLRQRIILVFDOFRQWUROSURFHGXUHV
x 6LPSOLILFDWLRQRIUHJXODWLRQVRIVWDWHFRQWUROVDQGDXGLWV
x 6\VWHPDWL]DWLRQDQGXQLILFDWLRQRIWKHZRUNFDUULHGRXWE\GLIIHUHQWDXGLWDJHQFLHV
x 3XEOLVKLQJDFOHDULQIRUPDWLRQUHJDUGLQJFRQWUROVULJKWVDQGREOLJDWLRQVRIFRQWURODJHQFLHV
x (VWDEOLVKLQJDXQLWIRUUHJLVWHULQJDQGUHJXODWLQJWKHQXPEHURIFRQWUROVRIWKHVDPH
HQWHUSULVH
x 5HIRUPLQJWKHILVFDODQGDFFRXQWLQJV\VWHPVVLPSOLILFDWLRQDQGHQVXULQJLWVWUDQVSDUHQF\
x 3HUIHFWLQJWKHTXDOLILFDWLRQOHYHORIFRQWURODQGDXGLWSHUVRQQHO
x 3XEOLVKLQJILVFDOLQIRUPDWLRQWUDQVSDUHQF\RISUHSDUDWLRQDQGH[HFXWLRQRIVWDWHEXGJHW
x ,QWURGXFWLRQRIDPDQGDWRU\WHQGHUV\VWHPIRUSXEOLFSURFXUHPHQWV
,QVWLWXWLRQDOUHIRUP 
x 5HGXFWLRQRIWKHQXPEHURIVWDWHLQVWLWXWLRQVUHGXFWLRQRIVWDII
x 6XEVWLWXWLRQRIWKHSURFHGXUHRISHUVRQDOYLVLWVIRUVROYLQJSUREOHPVE\XVLQJPDLOLQFOXGLQJ
HPDLOV\VWHP
x ’HSROLWL]DWLRQRI*RYHUQPHQWLQWURGXFWLRQRIDQREOLJDWRU\V\VWHPRISURIHVVLRQDO
SURPRWLRQRQWKHEDVHRISHUIRUPDQFHDQGFRQWHVW
x ,QWURGXFWLRQRIDFOHDUDQGGHILQLWHV\VWHPRIHWKLFVWDQGDUGVIRUWKHVWDWHHPSOR\HHV
x &UHDWLRQRILQGHSHQGHQWLQVWLWXWLRQVDXWKRUL]HGIRULQYHVWLJDWLRQVWKHDFFXVDWLRQVLQ
FRUUXSWLRQ
5HGXFWLRQRISXEOLFWROHUDQFH
x &RRUGLQDWLRQRIHIIRUWVRIHGXFDWLRQDOUHOLJLRXVRUJDQL]DWLRQVDQGPDVVPHGLDLQDQDQWL
FRUUXSWLRQFDPSDLJQ
x $VVXULQJWUDQVSDUHQF\RIILQDQFLQJSROLWLFDOSDUWLHV
x 7UDLQLQJMRXUQDOLVWVLQSURPRWLQJDPDQQHURIEDODQFHGUHSRUWLQJLQWURGXFWLRQRIDQHWKLF
FRGHIRUMRXUQDOLVWV
x ,QRUGHUWRLPSURYHWKHFUHGLELOLW\RISRSXODWLRQLQVWDWHVWUXFWXUHV–FUHDWLRQRIDXQLTXH
ERG\IRUFRPSODLQLQJDERXWLQDGHTXDWHEHKDYLRURISROLFHPHQZRUNHUVRIFXVWRPVHUYLFH
ILVFDODXGLWRUVHWF


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$VLPPHGLDWHPHDVXUHVIRUILJKWLQJFRUUXSWLRQWKHIROORZLQJVXJJHVWLRQVVKRXOGEH
FRQVLGHUHG
x (ODERUDWLRQRIDVWUDWHJ\IRUILJKWLQJFRUUXSWLRQLQWHUPVRIPLQLVWULHVDQGPDLQGLUHFWLRQV
SXEOLFSURFXUHPHQWVSXEOLFFDPSDLJQV¶PDQDJHPHQWXUEDQSODQQLQJILVFDODGPLQLVWUDWLRQ
FXVWRPVUHIRUPOHJLVODWLRQ
x )RUPDWLRQDWWKHQDWLRQDOOHYHORIDFRRUGLQDWLQJERG\UHVSRQVLEOHIRUWKHLPSOHPHQWDWLRQRI
WKHVWUDWHJ\IRUFRPEDWLQJFRUUXSWLRQ
x ,GHQWLILFDWLRQRIDQXPEHURINH\DJHQFLHVLQWKHGRPDLQVZKHUHDFRQFHQWUDWLRQRIHIIRUWVLV
UHTXLUHGWRFRPEDWFRUUXSWLRQGXULQJWKHILUVW\HDU
x $SSO\LQJRILQFRPHGHFODUDWLRQSURFHGXUHIRUVWDWHHPSOR\HHVVWDUWLQJIURPWKHWRSOHYHO
x ,QFRXQWULHVZLWKDKLJKOHYHORIFRUUXSWLRQZKHUHDQ\DWWHPSWWRILJKWFRUUXSWLRQLVWUHDWHG
DVGLVFUHGLWLQJSROLWLFDORSSRQHQWVDVWUDWHJ\RI‡GHWHFWLQJ·FRUUXSWHGRIILFLDOVDWWKHWRS
OHYHOLQWKHUDWLRUHSUHVHQWHGE\SDUWLHVLQWKH3DUOLDPHQWH[LVWLQJDOJRULWKPFRXOGEH
DSSOLHG,QRUGHUWRJDLQWKHFUHGLELOLW\RISRSXODWLRQWKHFDVHVVKRXOGEHSURFHHGHG
SXEOLFO\E\DQQRXQFLQJWKHSXQLVKPHQWRIWKHODZEUHDNHUVDQGWKHGLUHFWLRQVZKHUH
REWDLQHGPRQH\DUHVSHQWSHQVLRQVZDJHVUHSD\PHQWRIGHEWVHWF
x $QLPPHGLDWHLQVWDOODWLRQRIJDVFRXQWHUVDWWKHHQWUDQFHDQGH[LWIURPWKHWHUULWRU\RI
5HSXEOLFRI0ROGRYD
$VDVHWRIPHDVXUHVWRFRPEDWFRUUXSWLRQDWWKHFXVWRPVVHUYLFHWKHIROORZLQJVWHSV
FRXOGEHFRQVLGHUHG
D $WHPSRUDU\LQWURGXFWLRQRIDUP\LQFXVWRPVVHUYLFH
E ([DPLQLQJWKHSRVVLELOLW\WRWUDQVIHUWKHFXVWRPVVHUYLFHLQSULYDWHVHFWRU
F (OLPLQDWLRQRISROLWLFLQIOXHQFHLQWKHFXVWRPVVHUYLFH
G $GHFHQWUHPXQHUDWLRQRIFXVWRPVRIILFHUV
H &RQVWUXFWLRQRIFXVWRPVVHUYLFHEXLOGLQJVVHUYLFHPRGHUQL]DWLRQ
I 0LQLPL]LQJWKHGLVFUHWLRQLQGHFLVLRQPDNLQJ
J $SSO\LQJDFRQWHVWV\VWHPLQKLULQJHPSOR\HHVWUDLQLQJFXVWRPRIILFHUVH[SHUWLVH
WHFKQLTXHVUHVSRQVLELOLWLHVFODVVLILFDWLRQRIWDULIIVXVLQJFRPSXWHUV
K (QKDQFLQJIOXLGLW\RISHUVRQQHOZLWKLQWKHGHSDUWPHQWVIRUFXVWRPVHUYLFHFRQWURO
L 6HWWLQJXSDPRGHUQLQIRUPDWLRQDOV\VWHP
M &DUU\LQJRXWRIFURVVFKHFNLQJLQIRUPDWLRQ
N 8VLQJ;UD\VLQFXVWRPVHUYLFH
O 0DNLQJDGGLWLRQDOUDQGRPFRQWUROVRIWRWDORIGRFXPHQWDWLRQDQGJRRGVE\
VSHFLDOJURXSVDIWHUSDVVLQJWKHFXVWRPV
&RQFOXVLRQ7KHFRUUXSWLRQSKHQRPHQRQLQ0ROGRYDH[SDQGHGVRPXFKWKDWLW
SUDFWLFDOO\EORFNVWKHHFRQRPLFGHYHORSPHQWRIWKHFRXQWU\$Q\DWWHPSWWRPRGLI\WKH
OHJLVODWLRQWDUJHWHGWRWKHVWLPXODWLRQRISULYDWHVHFWRU¶VGHYHORSPHQWHQFRXUDJHPHQWRI
LQYHVWPHQWVDQGLQQRYDWLRQDODFWLYLWLHVH[SRUWSURPRWLRQVROYLQJWKHSUREOHPRIEXGJHWGHILFLW
H[WHUQDOGHEWSUREOHPVRIWKHVRFLDODQGHGXFDWLRQDOVHFWRUVZLOOEHXQVXFFHVVIXOXQWLOGUDVWLF
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